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Testimony of J. A. MOSSMAN, State Controller:

MR. WEBBER: Jim, I am not sure how much you can help us.
You have prepared this breaskdown of leglaslative expense.
Can you give us any idea, Jim, as to how the purchasing
1s done, the actual requisitiéning?

MR. MOSSMAN: Not too good & one, Don, becauese, as a matter
of fact, I think it 1s done on a rather hit or miss basls.
A good many timeg I think it 1s done by Harvey Pease over
the telephone, and then they make up purchase orders down
in the purchasing department to cover what he has
requigitioned. Some of the purchasge orders are signed

by Harvey FPease, but he works very largely, I think,
through Alga Towle: if he wants something he will call
Alge Towle in the purchasing department and tell her what
he wants.

CHATIRMAN DOW: There is no restriction on what he buys,

so far as you know?

MR . MOSBSMAN: No; not that I know of.

MR. WEBBER: Can you give us any ldea yourself as to what
portion of the larger items, furniture and equipment,
remaing after the session is over and what bscomes of
that which does remain?

MR, MOSSMAN: I cannot glve you much of a pilcture on that.
I will say this: I think after the last seesion =- and
whether it was done previously or not I don't know, but
Captain Orr has tried to meke an inventory of what there
was and keep it pretty well under control. I asked him



the other day,gt least I asgked someone to asgk him to

give us to go along with this a 1list of what he knew

wag avallable now. Whether he has completed that yet

or not, I don't know. I know he has taken an inventory
of hig typewriters but what the result was I don't know
yet, but there has been that attempt to keep this legls-
latlve equipment under control.

MR. WEBBER: Now you do have some sale of left-over
equipment to other departments?

MR, MOSSMAN: That 1s right.

MR, WEBBER: And 1s there a credit back to the Leglslature?
MR, MOBBMAN: Yes.

MR. WEBBER: I don't imagine that Jim is in a position to
give us a great deal more detailled information on this
leglslatlive expense businegs, but if there are any other
questions you think he might be able to answer before 1
pass onto something else you can ask them.

MR. BOUCHER: On this regort we have Jjust got the expense
of the Senate for officers. Can we geﬁ the House?

MR. WEBBER: We have that. There 1s a supplemental copy
that came up before we asked for 1it,

CHAIRMAN DOW: This Leglslative expense of $149,000 and
some o0dd dollars carried down to a total of $230,000,
doeg that include credits back or is that original expense?
MR, MOBSMAN: There may be some minor credits but I think
that 1s original expense.

CHAIRMAN DOW: And sale of furniture to other departments and



typewriters would be a further reduction?
MR. MOSSMAN: I think that 1s right. We had to go at
this analyels a little bit more hit and miss than I
like to, and we simply tcok vouchers and listed them
down to try to approximate those totals, so the credits
are probably not in that figure. It may be there were
enough vouchers we missed that we hit those totals fairly
closely -- by going through the vouchers there may have
been enough missed to offset thosge.
CHAIRMAN DOW: ©So that would be subject to some reduction?
MR. MOSSMAN: Yes,
MR, WEBBER: Any other questlions before I pass on. The
hour is getting late, and Mr, Mossman has referred to me
a number of definite suggestions for things that we might
see fit to work on where there seems to be some need,
It seems to me the first thing you have got to determine
is which one of these things you want to pursue, and 8o
I am golng to run through them and we willl just have
some brief statement on what these problems are all
about, and the commlttee can have some ldea of what they
are going to declde they want to tseke up.

No. 1 was a2 suggested change 1n the law that the
revenue from the tex on regources be credited direct
to the banking department. What is this tax on resources?

It is not the same as the bank stock tax?
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MR, MOSSMAN: No; 1t i1s not the bank stock tax. I don't
know as I can tell you exactly what it ig, but the mechanios»
of 1t as I was getting at in that suggestion -- the reason
being that the tax by law ls tied up so that it is available
for the banking department's use if needed, and the fact
of the matter is thgy always do use it, and it results
gimply in an extra step in our bookkeeping in keeping
that thing segrefated until some red tape is gone through
to make 1t avallable to the department, and it seems like
a useless step.
MR. PAYSON: What was the suggestion there?
MR. WEBBER: The suggestion 1ls that revenue from the tax
on resources be credited direct to the banking department.

The present law provides that 1t be credited how

or where?
MR, MOSSMAN: I don't know as I can tell you. (Off record)
MR, WEEBER: Then for the record, you would approve, Jim,
of a suggested change in Chapter 57, Section 2, by the
terme of which the entlire tax revenue shoula pass into
the general funds and that everything that the banking
department gete 1t get by appropriation?
MR, MOSSMAN: Absolutely. I would qualify that, You say
Peverything they get they get by appropriation." There
may be some other revenue ltems that go to them; but eo

far as thls one 1s concerned, yes.



"MR. WEBBER: Now the next suggestion wag that the
Legislature establlish mechanles for disposing of old
records of the State; poesibly the Attorney Generaid, the
Commisslioner of Flnance and the State Historian, with
the approvel of the Governor and Councll, may establish
rules for destructlion of records. Along that line I
tentatively wrote out the followlng and invite your
eritical suggestions:

"014 records in state departments which in the
opinion of the head of such department are no longer
of value to the state may be destroyed in complisnce with
rules to be prescribed by the Attorney General, Commissioner
of Finance and State Historian, but not otherwise."
MR. PAYSON: Would it be of any help to this committee
for me to see if the Code Committee didn't investigate
thet thing at one time. I can see if We have got any
records in the Code Committee on that. I know we had the
problem up.
MR, MOSSMAN: I have heard -- this is not particularly
original with me -- I have heard the thing wasg suggested
at the last Leglslature, I don't know to whom or how,
and the feeling at that time seemed to be that it was
too soon after the Runnells case to try to do anything
about it, but that is something we need very badly here.
MR, WEBBER: It 1s a matter of filing space?
MR, MOSSMAN: Definitely.
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MR. WEBBER: And the only provislon of law I could find
was one in Chapter 29, Sectlion 121, which provides for
the destruction of records flve years o0ld by the Secretary
of State, and that means simply his records. Later, in
1931, the five years was reduced to two, andll could find
nothing else having to do with the destructlon of records
already on the books,

Now the next ig a suggested change in the clgarette
tax law so that conflscated cigarettes will be sold by
the cigarette tax division rather than by the treasurer,
Any comments on that?

MR, MOSSMAN: My comments are this: I don't know what -
the thought wag, whether 1t was intentionally put with
the treasurer or not, but the way that thing works out,
Irma Chase runs down to the treasurer's officé with a bag
full of cigarettes or a couple of cartons and says, "Here,
gell them." The treasurer 1s not in the clgarette business.
The cigarette dlvlision should be more closely in touch
with spots where they could dlspose of them than the
treasurer.

CHAIBMAN DCW: They handle the money for stamps?

MR. MOSSMAN: Yes,

CHAIRMAN DOW: So thie would not be much more exposure?

MR. MOSBMAN: ©No.

MR. WEBBER: You would not antlicipate any objection from

the treasurer 1f that was taken away from him?



MR. MOSSMAN: ©None whatsoever,

MR. WEBBER: I am assuming as we go through this that
your gllence will mean that these things that are

touched upon seem to be proper matters for us to draft
sometling on or do something with, and I suggest if anybody
feels that 1t 1s not that you will vdice that objectlon
80 that we can eliminate them as we go along, because

we do not want to take the time to go back over them
aftervards. Is there anything that has been touched upon
thus far that would not seem to be proper for us to

touch upon? Of course one thing Mayo is golng to work out,
and we will just leave it on the t.able;

MR, PAYSON: You are going to raise a question of

policy before you get through with thls as to whether

or not this committee is a committee to handle small
detailed correctliong for different departments

MR, WEBBER: That 1s perfectly true, and that is what

I had in mind when I ralsed that discussion with Smith
Dunnack.

MR. HILDRETH: This last one, I think the tax committee

in the regular session of the Leglislature could change
it.

MR. PAYSON: The first one is one that might not readily
be brought out, but the treasurer and tax assessor
normally could get together on that cigarette bill

and get someone to draft it and put it in themselves. It
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is something that nominally does not need too much study.

I ghould think the committee might find itself welghed
down with a lot of details as a sort of drafting committee
or sort of a glorified revisor of statutes.

MR. WEBBER: Let me a8 you, Jim: Was your thought in
referring these things up here that it seemed to you at

the time a8 posgsible place for possible drafts to come

from or was 1t your thought 1t was the only way to get
anything done?

MR. MOSSBMAN: I will tell, largely my thought was this:

I have been malintalining in my office a file of suggestions
on which it seemed that some leglislatlion perhaps sgshould

be made., There are large thlngs involved there and small
ones involved, and I turnedthat file over to you to be
gifted out and do whatever the committee want to do with it.
MR. WEBBER: That is just what I am trying to do now, sift
it out.

MR. MOSSMAN: Of course the research committee is new and I
haven't known what thelr policies were. It is a case of
working out the mechanles on the thing.

MR, HILDRETH: I think this latter one might be sifted
baeck in the file again and put up to our tax committee.

I think your point 1s well taken: if we put in detall

after detail, pretty soon the Leglslature 1s not golng

to pay any attention to what this committee brings up.

MR. PAYSON: I should be afraild we would not have time to
do any really 515 stuff if that grew to be a poliscy. I can

see the department's trouble: they see a small thing wrong and
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and like to have 1t corrected. Any department likes to
have that done; but if every department came 1n here
with minor corrections I think Don willl spend most of
hés time doing work that Smith Dunnack 18 doing, when it
is a clear-cut proposition, when it 1s simply a question
of drafting something to remedy 1it.
MR. WEBBER: Do you agree with Horace's suggestion as far
ag the clgarette tax?
MR. PAYSON: Yes, I do.,
MR. WEBBER: And what about taxes on resources in the
banking department?
MR, PAYBON: Well, I should feel the committee might well
talk with the banking department before they did it. There
may be angles to it we don't understand about., That
destruction of records--
CHAIRMAN DOW: 1Is properly before this committee, it seems
to me.
MR. WEBBER: Then we are going to keep that on the table
untll Payson sees what he can find,
MR. WEBBER: There is one Jim gave me on the Maine Nautlcal
School which we agreed should lie on the table until
we see what the federal control is going to be,

The next one 1s a suggested change in the law to
permit the Highway Department to pay for use of cars of
certaln employees at a set dally rate rather than on a
mileage basis, and I have the suggestion on that that the
proper place for that to go for a little thought and some



10
suggestions 1s to the newly-created travel bureau under
Bob Faulkner, It seems to me 1t belongs there; in fact
I have already spoken to him about 1it.

CHAIRMAN DOW: Does anyone object to that disposition?
(No response)

MR. WEBBER: I do this from time to time =-- 1 hopeAthe
committee will approve of it -- I act somewhat as a
clearing house in calling things to people’s attention
around the building here. I took it upon ﬁyself to speak
to Bob Faulkner about this matter.

CHAIRMAN DOW: I would like to esay this too: I do not
think we would like to have Jim or any other department
head not think they can come to us,

MR. WEBBER: Now the next is a suggested change in

Section 12 of Chapter 300 of the Public Laws of 1933

to remove any question as to legality of transferring
liquor profits monthly., I made some notes that they are
practically set up to do this now. I have made note of
the statutes involved which I wont bother you to read =--
'33, amended in '35, amended in ‘39, amended in ‘41,

and I was Jjust playing around with it and I wrote something
out here which I will read for what 1t is worth:

"The fiscal year for the operation of sald stores
shall closge annually upon the 30th dey of June. The
Commission and the Controller shall compute the net
profit as of the close of each month and when said net

profit shall have been verified by post audit by the
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State Auditor 1t shall become general revenue of the
state. The profit account shall be reconciled at the close
of each Tlscal year and any necessary bookkeeping
adjustments made by the controller and the commission to
reflect the transfer of the actual net profit to general
funds during the peeceding twelve months' perlod, subject,
however, to the approval of the State Auditor."
MR, MOSSMAN : That-accomplishes what I had in mind°® To
me it seems to describe a lot of mechanies that actually
is unnecessary. Actually you are talking largely about
something that would be done anyway. In the first place,
the Controller keeps the books for the Liquor Commission,
and those books automatically reflect the profit, and
the Liquor Commission books are audlted continuously and
at the end of the year by the State Auditor, and it seems
to me you do not need much‘law on the thing.
CHAIRMAN DOW: Followingwgﬂt your dguestion of policy, my
first thought was it ﬁaé—a\matter properly for the
Attorney General,
MR. MOS5SMAN: The Attorney General has ruled on it, and,
as a matter of fact, I am getting mechanically what I
wanted and this 1s a relatively small proposition I would
gay to the committee.
CHAIRMAN DOW: It would be my impression that was something
for the Attorney General.
MR, WEBBER: Then we will forget this.
MR. PAYSON: That would be my suggestion.



i2
MR. WEBBER: There wag a law passed at the recent sessian
regardlng the revolving fund for food stamps which will
set up a working capital fund with checks lssued by the
contreoller ilnstead of by the treasurer, Now that in itself
is supposed to present a problem.
MR. MOSSMAN: Is that the entire note on 1t?
MR. WEBBER: No. "There should also be an authorization
by the legilslature for charging off against sinking fund
reserve the capltal advanced from general funds for working
capital funds and public service enterprises." And then
I made a brief note here.
CHAIRMAN DOW: If you have an interpreter I still would
like to know what that means,
MR, MOSSMAN: I would like to interpret it to the committee
and also suggest that i1f the committee feels that 1t 1s
a proper province that 1t be at least deferred a little
whlle. We have and are having starting this year some
rather major changes in accounting which are golng to
give us Tigures that mean something and are in accordance
with what the national authorlities have to say on the
way that government accounts should be kept. In dolng
this 1t has lnvolved breakling our records down 1hto funds
in a way in which it never has been done before, VA
sample of it 1s that the cash on hand has never before
been broken down so that we know how much of 1t belongs
to the highway fund, how much of it belengs to the general
fund and where it does belong. We are dolng that now,

and in doinglt it probably is going to raise some question
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of legality, because the laws aB vegards accounting I think
largely have been written by lawyers and they have been
written individually without any general over-all pilcture
in mind. One of the things we run into in setting it up
that way 18 the fact that the state has a number of activities
which are really independent busineegs. Now from all the
authorities that I heve located, the most acceptable way of
starting into these varlious businesses that are orggnized
is to appropriate from general funds providing the amount
is not too large, and if it is very large 2 bond lssue if
necessary, but to appropriate from general funds an amount
to serve as working capital for these businesses, for
these operations. Now that amount in a business for e
subgidiery corporation would be sget up upon their books
ag an ageet: 1t is an investment in the corporation. To the
state, which is interested in the cash angle more than it 1isg
in the asset angle, particularly where it 1s tied up for
long periods of time, it does not ordinarily record that
ag an asset of the fund. On the other hand, the ocutfit
recelving the money should have that set up as a permanent
capital fund, Just as stock of any corporation would be
sett up. Now at the presgent time, due to the various
factors, we have a good deal of hodgepodge on our books
on that sort of activity. Some of them fall into that
category: they need money to operate and that money
presumably limits their operation and turnover from tlime

to time., We have got the liguor business, we have got the
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State Highway garage, those are the two big items, We
have this revolving fund on the food stamp plan. We
have the departmental garage in the bureau of purchase,
we have departmental supplies in the bureau of purchase, and
we have the post office. We also have prismnindustries
over to the prison which we are beginning to set up.

The way it works, at the time Ernst & Ernst were here
they set up the liguor advances as an asset on bhe books.
The advances to the highway garasge are not set up on the
booke. Now whichever policy 1s adopted as proper we
should elther write off the liguor advances or sget up
the highway garage advances. Those are the blg money items.

This being a somewhat technical problem, what I
had intended to do was to have a Jjoint memo from Mr. Hayes
and myself on it, making recommendations for the committee
if the committee feels it 1s within their province. I
have prepared a memo and sent it to Mr. Hayes and 1 have
had a reply from him. We are not entirely in agreement
on i1t and I have not had a chance to sit down with him
yet, so that we have nothing we can Jolntly go along with
to present, but there is a problem there which is of
some magnltude financlally. That liquor advance hasg
been batted around tremendously.

CHALIRMAN DOW: Wouldn't the proper way to handle that be
for you and Mr. Hayes to agree and present a bill which
could go to the Leglslature and which would be Just a

matter of mechanles?
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MR. MOSSMAN: I don't know, Bob, because, for example,
which is proper, if we charge off thls advance to the
Liguor Commisslon we have on our books in general funds,
$600,000 odd advance to the Liguor Commission, a $600,000
cnarge against our sinking fund is quite a kick in the
pants; but this sinking fund réserve again has been batted
around in the Leglslature quite & bit.
CHAERMAN DOW: There ies nothing we can do at the present
time?
MR. MOSSMAN: There 18 nothing you ean do at the present
time. I would suggest, if you feel you want to go into
it further, I would like to present it to you lter when
I can present it in the form of a Jjoint memorandum from
myself and Mr. Hayes, If you do not feel you would like
to go into 1t further, we can do as you suggest and
draw up a joint bill and present 1t to the Legislature.
MR. HILDRETH: Why don't you draw up your bill anyway
instead of a memorandum, 1f you feel that is the solutien,
and the commlttee can consider whether they want to
sponsor it or not.
MR. MOSSMAN: That might very Wwell be taken up with the
APpPropriations Committee and handled that way. I hope
they will have things set up so that they willl be able to
see what I am shooting at.
CHAIRMAN DOW: TFor the present time why can't it be
marked leave to withdraw and then come beck to it if
necegsary. What do you say, Roland?
MR. POULIN: I understand Jim wants to have some time anyway.



16
MR. WEBBER: The next thing is suggested change in the
law to charge balance of 1936-37 beer deficiency account
against reserve.
MR. MOSSMAN: That 1is in very much the same category as
these other advances we have been talking about. That
ls just & case where the Leglslature hag Just leglslated
the fictitious proposition of taking money from one pocket
and putting it into another, which they have tried to do
all along on the liquor business;
MR. WEBBER: Accordingly it 1s suggested that the Leglslature
appropriate snough to the deficiency account from the
8inkling fund reserve to clear the account and then after
that all proceeds from the mal® liquor tax would go into
general funds.
CHAIRMAN DOW: Isn't that properly a question for the
Committee on Appropriations and Financlal Affairs?
MR, MOSSMAN: My thought on those particular items is
that they involve slzeable amounts of money, they are
thinge that poeeibly, some of them, we might take the
bull by the horns and do without special leglslation,
but there 1s too much money involved so I do not want to
play with it, and they are technical enough so that I
would like some members of the Legislature familiar with
the problem involved before getting into the actual sesslén

if it cecould be done.
MR. PAYSON: Does that by any chance mean when you get through
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fund reserve might be money that could be used to pay
bills with?

MR. MOSBMAN: I hope it will be.

MR. PAYSON: Instead of being intangible assets which you
can't buy anything with,

MR. MOSSMAN: Yes.

CHAIRMAN DOW: What 18 the mind of the committee on this
particular suggestion?

MR. PAYSON: I still think it 1s a matter for the regular
sesslon of the Leglslature, approprilation of the Financial
Affairs Committee,

CHAIRMAN DOW: I will say this to you, Jim: I think you
can come to any member of this committee and lay your
problems before them so that they will understand what
they are when they come up on the floor of the house, and
I think 1f you can sell them the idea 1t is a proper

idea they will go to bat for you.

MR. WEBBER: Perhaps even more would be accompllished if
we gave him some time before the Leglslature came in

and he had & chance to explain the thing so that everybody
in this committee would at least understand it. There is
something to be galined by having the members of this
committee rather more conversgent with these problems
thankx the rank and file of the Legislature.

MR, PAYSON: I wouldbe afraid of petty Jealousy on the

part of some committees like Appropriations 1f we attempted to
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take over their matters which they can take up in the
regular time allotted in the session. (Off record)

MR, WEBBER: These are all bullt around a big general
problem, as I see 1t, which has to do with the make=-up

of the state contingent fund and sinking fund reserve.
This 18 something Fred gave a lot of Btudy .’ to before

he went, and this you gave me is Fred's plan, is it not,
for clarifying the state contingent fund and sinking

fund reserve, and I am not entirely convinced that is

not 8o bilg and so revolutlonary that it may be our baby.
MR. POULIN: Why shouldn't we take the proposition as

8 whole and not individually? 1 mean you are taking the
suggestions individually, and if they all revolve around
this one thing, the alteration of the sinking fund or
clarifying it, shouldn't we just take that one whole
propoeltion and call 1t ours and take the indlvidual
suggestions as offshoots of that one general proposition?
MR, WEBBER: I think you could write a report which would
be based on a new construction of the state contingent
fund and slnking fund reserve and these other matters
collateral., I think you could put them all in one report.
If you teke those indilvidually you might say one would go
to Appropriations and Financlal Affairs, another to
taxation and enother somewheres else, but if the whole
problem revolves around clarifying the sunking fund, xgzi
these various suggestions are offshoots, then that is our

problem, I think Jim probably has that aim in mind. That

is your end, isn't 1t?
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MR, MOSSMAN: It is, Roland, yes. Carrylng the accounting
of the state is a very, very difficult problem.
CHATRMAN DOW: Let me ask you: Do all these things revolve
around that? |
MR. MOSSMAN: Thosge last three he has mentlioned 1 think
revolve around that.
MR. WEBBER: Here is one I am sure.you are going to say is
not yours: Poesibllity of installing laundry at the
Central Maine Sanltorium. All of the large institutlions
have thelr own laufidry. This would involve getting some
figures on comparative gosts, and Jim and I ourselves
concluded very likely this could be handled simply by
appropriation.
CHATIRMAN DOJ: I think that is where it belongs.
MR. WEBBER: Now the next one is the one we discussed
briefly with the Governor: Supervislon of farms at the
ingtitutions by the Bepartment of Agriculture, andyou
remember what that discussion was.
(Off record)
MR, POULIN: I will make the motion that it is not a matter
to be taken up by this committes,

(The motion, duly seconded, prevailed)

(After further off the record discussion, Mr. Poulin

moved that the matter lle on the table, which motion,

being duly seconded, prevailed.)






