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State House. Augusta, Oct. _7~L_;:!::212. 

MR. W2::BBER: Now I want to take up the first of this 

afternoon, as eBpeditiously as possible, two matters 

that comin,5 together, or at least one rie;ht arter the 

other, may seem somewhat unrelated but which some of us 

feel may possibly be related or a sort of thing that can 

be related. One is the Teachers' Retirement Pension program 

and the general situation of the school fund, which I will ask 

Mr. Gilson to develop, and Mr. Perkins is also a member 

of the board, so it is proper he should be here; and 
tax. 

then the possibility of an annuity premium/, I will say 

that was scheduled for the first thing this morning, but 

two gentlemen representin~ the Union Mutual, which would 

be the only domestic company in Maine that would be 

affected, were notified and invited here but were t.u1a1Jle 

to be present today and stated their views to Mr. Perkins, 

who can state them to the committee. 

The reason I am tying those things together is that 

it may appear some additional revenue may be desirable 

to assist the teachers' pension program and the annuity 

premium tax furnishes a possible source of additional 

revenue which mi.ght not have too many embarrassing feature.s. 

For that reason, I suggest taking them up together. I 

wi11 1:wk Mr. Gilson to present the difficulties that 

surround the pension program. 

MR. GILSON: Well, our position is this: that the financial 

difficulties with both the public education set-up of the 
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State and the teachers'pension obligation combine to 

place us in a position where we are simply going to have 

to ask for a considerable sum of money if we are going 

to carry both set-ups as they h.swe been carried in the 

past. 

As you people probably know, during the course of 

the last ten years there has been a reduction in school 

appropriations made of $465,000, I believe, and along with 

that there have been increased demands for the two types 

of teachers' pensions in which the State now recof,;nizes 

an obligation, therefore it ls my recommendation that the 

pension problem be studied as a part of the whole financial 

problem of the State support of public schools. 

Apropos of that suggestion, I would like to point 

out that this teachers' pension plan started out as rather 

an innocuous thine; from the standpoint of the drain it 

wa,s going to make on public school funds, but it has 

grown by leaps and bounds. As late as 1923, with a total 

school fund. of fp2, 264 ,ooo, an amount of only :~46 ,655 

was required for the teachers' pension fund. This 

obligation accrued, and Umn ·when the contributory teachers 1 

retirement obligation was added to that it made two plane 

for which the State had to recognize financial oblie;ation. 

In 1933, for example, ten years ago a theire were 

nearly $190,000 of pension moneys required. In 1933. with 

a reduction 1n State scttool appropriations of ~275 ,000 
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decreased revenue the Legislature was faced with the 

problem of bein~ unable to continue the pension payments 

as they were stacking up and at the same time be able 

to have any amount of' any consequence to issue to ·thvr 

towns and cities for support of schoolsJ whereupon they 

suspene.ed those payments in 1933 by act of the Legislature, 

and since then those payments have been building up, those 

obligations have been building up. There is a bill which 

th.o State owes to the Teel.chars 1 Contril:)U tory Retirement Plan. 

Meanv{hi.Le the Educat:Lon Department funds have cont:i.nued 

to carry the non-contributory teachers' pensions which 

hcl.ve steadily increased, so that at this time the non-conLrilJuLory 

still being deducted from educational funds has resulted 

in v-1 i thdravi al of about :;ii296, 000. 'I'he effect of thif:l reduction 

in State school appropriations together with the non-contributory 

teachers' retirement obligations being deducted from it 

rneanr:1 just this to the towns and cities of the State: 

In 1933 there was available state moneys to be diHtributed. 

to towns $221,000, together with a three-dollar allotment 

f' or each child of school age in every tmm and city in 

the State. In 1941, the reductions, together with the 

increased demand for pension funds had wiped out the 

B,E';e_Sregate attendance moneys of ·~221. ,000 and had ruduced 

the appropriation on a cenm,1s bao:i.s to a figure of ~~1.63. 

and it is still going down, which brinGB us at this time 

to this problem: First, that more state money is necessary 
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for the support of' public schools in this state, given 

the responsibilities and increased costs facing public 

education at this time; and, secondly, the obligation of 

the state to the penoion fund will present a e-;rave situation 

unleEls means are found to meet pa,st and future obligations. 

Recent actuarial studies indicate ths,t pensions, both 

contributory and non-contributory, may reach at their 

pErnlz thlc'1 sum of f),700,000 axrnuall.y. Obviously that is an 

oblie;ation that the State school appropriation wont be in a 

por3i tion to stand. 

Nm·1 I have two or three recornrnendations concerning 

this point jointly, Mr. WelJ:)er, if you tJOu1cl lilrn to have 

them. The first one is: The State obligation to teachers' 

p,:311sions, both contributor,'/ and non-contributory, should 

be financed and administered separate and apart from the 

State school fund, our position bei that teachers' pensions 

are not a phase of public education but a problem of 

social security as are other pensions, and when we conceal 

the cost of teachers' pensions in the present school 

appropriations we give the public a false impression of 

the asBic.tance which the State ls renderinc; to the education 

of the children. A precedent established years ago by 

the payment of small amounts of school money for pensions 

has developed the pernicious policy of providing for 

our old people at tho expense of our children. As long 

pension responsibilit:i.es are considered as part of public 

education, our fJchoo1n v1il1 Buffer from increased demands 

on school funds. 
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The second recommendation is that le3islative 

action be sought to provide necessary funds to maintain 

the following pension obligations: A. Teachers' non­

contributory retirement. B. Teachers' contributory retire 

ment. a. The clerical and administrative expense incidental 

to maintaining those which again has had to be borne by 

the Department of Education. 

The tl:1ird recornEiend.at ion \v e had was thcat legislation 

be sought to provide for the administration of teachers' 

pensions under the direction of the existing State Pension 

Board, or, if that is not practical, an alternative that 

a separate division be provided under the direction of 

the State Department of Education to which pension funds 

ar·e allocated and administered entire1y apart from public 

school moneys. 

That is about my story. 

:MR. VJEB!3ER: I arn not sure whether you have covered it 

in all these figures or not, but I assume the Committee 

is wore or less familiar with tbe non-contributory 

-pension program. 

CHAIRMAN DOW: I have a question. 

Mr. Gilson, can you tell -- I don't want this to 

be an unfair question, but can you tell from any indications 

you have seen as to whether or not the non-contributory 

haf:l anywhere near run its peal{ as to amount of money? 

JVJR. GIU30N: No. We lrnow up to date from .f1gures we have 

that it haa steadily increased. The actuaries who made studies 



6 

of the pension plan tell us that it VJill continue to 

rise probably until about 1960. 

CHAlRMAN DOW: We are a lone_; ways from the peak. 

Have any payments been made as yet out of the con-

tributary pension fund? 

MR. GILSON: No; because I know of none of these people 

that are in that would be eligible at this time. 

CHAIRMAN DOI'!: So that is intact? 

MR. CHLSOI\:: Yes. 

CHAIRMAN DO!i·/ : And wfuat is the amount of it? 

MR. PE;RKINS: A little better than $800,000 they have put 

in. The State has put in about $80,000. Under the present 

law~ the amendment in 1932, the State would double every­

thing the teachers put in. The State of course has not 

done that since 1932. 

CHAIRr-1:Ai_\T DOW: You mean double it or· put in an amount double 

their contribution? 

MR. I'E.:l-llil.NS: Wha,tever the contribution is, they are 

supposed to match it and. put it to work at interest. 

There is the difference between the )800,000 to the 

teachers' credit and the $80,000 put in before 1932 by 

the Btate. 

MR. GILDON: I have the exact figures here. 'There has been 

'.;/;821,536 donated by the teachers: the State paid up to 

1933, ,ss,537. That leaves the State owing that fund a 

balance of $732,999 ■ 

CHAIRMAN DOW: That fp800 ,OOO ln the kitty is contributions 
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JVJR.. G lLSON: Yes. 

CHAIRMAN DOW: But the State owes that because they match 

it from time to time? 

MR. GILSON: Yes. 

MR. WEBBER: Now, Mr. Perkins, you have the actuarial point 

of view, and I think you had some thoughts as to how a 

program, if it 1,,iere started right avrny, might be worked out 

to take care of this over a period of years. 

Ivm.. PIBRKINS: Obviously you will have to match tlw con­

tributions you are goin2: to get in from now on: as the 

teachers put in a certain amount it should be matched 

by the fund., which leaves you with a balance of '¼,732 ,000 

which must be made up. Now that can be spread over a 

period of at least thirty years because in practice you 

do not stand your lass all at once. I mean, for instance, 

a man retires and the present value rnig,ht be ~ll0,000 

you b.ave to pay him, but that does not mean you are 

going to lose the $10,000 tomorrow: it means over his 

lifetime you are gain,':":: to have to put out :{pl0,000, therefore 

there is no real need of geting panicky about the thing, 

but you should outline some situation which over a period 

of thirty years would liquidate this $732,000.If that is 

followed. then your fund will be solvent. 

MR. GILSON: I thinlt there is, too, the problem of 

bteadily increasing current obligations from year to year 

on this thj_ng. They were unable to meet that condition of 

things in 1933, and I think in addition to the back obli­

Bations now there is still the current obligation. 
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1:-ffi. PERKINS: Oh yes, you have got your current obligation. 

CHAIRJ'.\AN DOW: What is the average current obligation, 

would. you say? 

MR. WEBBER: rfhile he is looking that up, if my mathematics 

serve me, somewhere around $25,000 a year over the period 

you mentioned would about be it. 

MR. PERKINS: That wouldn't c1o it, and I will tell you 

why. The $732,000 that is there is a present value. That 

is going to earn interest and continue to increase, so 

whatever payments you make over thirty years have got 

to come baclt to the present time to get your values right. 

If I had my interest book at 3 per cent, I could tell you. 

I have got one downstairs. It will only take a minute 

to tell you what that should be. 

Of course there is one thinr;. about it: you can't 

discount it directly at interest, because if any of 

these people d:i.e before retirement or leave, the 'State's 

liability is just out of the picture, because they are 

handed bacl{ just their own funds, so it is not fair to 

discount it ju st at inter·est: you have got to take into 

consideration withdrawals and things of that nature, 

which will bring the amount that you have to put in down. 

It really should be done with a mortality table. 

Ivffi. BOUCHER: About Jl, 7i6 000 a ve ar. 
11 ./ ' t/ 

MR • PECH.KI NS : I woulcln 't want to make an estimate until 

I tried it out. 
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MR. I>KiSON: Mr. Perkins, I never read that teachers 1 

contributory pension proposition. Is there anything 

besides the fact it was a statute which maJ.rns it necessary 

for the state to put in specifically the same amount that 

the teachers put in? 

MR. PERR.INS: No; that was just an amendment that was stuclt 

ln, and the word "double" has been put in. 

MR. PAYSON: Do the teachers' rip;hts depend on the amount 

of the fund_? 

MR. PERKING: Oh yes; the pension they will get will be 

what the State's fund plus interest, plus their fund 

plus interest at the time will purdhae~. In other words, 

if they put in ~~;5000 and the State puts in fplO ,000, that 

would be used to pay the pension, ju st tr1e same as if 

they stepped out to an insurance company and bought one, 

except in an insurance company you would. make charges 

for expenses and things like that, but under this law 

of course there are no expenses put in there at all. 

MR. F'AYSO:N: Then their rights are vitally bound up in 

that proposition? 

MR. PERKINS: Definitely. 

MR. PAYSON: I was wondering of course on the other 

contributory pension we are not putting in the same 

amount that the employee is. 

MR. PEHl{IN;5: No. Well, actually you should but practically 

you wont have to. If I can point this out: You e.ee you 
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get their contributions, but suppose one of these 

persons withdraws - - and a lot of them do -- or suppose 

somebody dies -- that person never gets their check -­

they get what they put in plus interest. 

MR. PAYSON: It looks to me like that thing would leave 

the teachers sit tine_: awfully pretty, if the State keeps 

up its end of it, if the State has got to match dollar 

for dollar every contribution made by teachers, knowing 

very well perhaps fifteen per cent of those teachers 

will never draw a nickel. 

MR. PERRINS: That person who gets out of the plan when 

he retires he can only get his corresponding share. It 

is just like in the new plan, Mr. Payson, where any person 

v1ho stays the State w1.11 have contributed for that person 

but wou1dn 1 t have contributed for the present old teachers. 

iVIR. PAYf30N: Act uarily. isn't the fund going to be growing 

up too large? 

MR. l'ERKINS: That is ·why in figuring the amount you have 

to put in for this accrued liability we are talking 

about you must take into consideration ·withdrawals 

and things like that: 

MR .• PAYSON: But supposing the State had kept up its 

part of this plan, matching dollar for dollar with the 

teachers, they would have more money in there than 

they need to carry out their obligations, wouldn't they? 

MR. PGH1UNS: Yes, they would. 
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MR. PAYSON: Because the money they put in for Teacher A, 

who never draws a pension, is there and no one has any 

rlght to it. That doesn't sound any too sound to me. 

MR. PERKINS: You mean the present plan or the arguments 

for putting some more money up? 

MR. PAYSON: The arguments for putting the money up are 

perfectly all right. 

MR. PERKINS: You mean as to the amount? 

MR. PAYSON: As to the amount. 

MR. FERKINS: There is an actuarial investigation being 

conducted now which will be done, we hope, by the 15th 

of November, and that should give some ideas as to what 

the State should put up. 

MR. PAYSON: Is that investigation by the same man who 

has been working on it? 

MR. PERKINS: That is ri.ght; Mr. Buck. 

MR. PAYSON: Is he coming down? 

MR. GILSON: No; it is being conducted in New York, 

but he was down last week. We sent the records to the 

men in New York, and they are doing the study there. 

MR. WEBBER: You found you could do it more inexpensively 

there? 

MR. GILSON: Yes. That was our only hope of meeting 

the time limit too. 

(Off record) 

MR. GILDON: That figure you wanted, we do not have it 

exactly, but it is roughly $:J,00,000 annually at the present 

time. 
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CH.AIRMAN DOW: Contributed by the teachers? 

MR. GILSON: Yes. 

MR. PAYSON: May I ask ju st one more quest ion: Until 

the thirty years is over you will write down that $100,000 

in making up your accrued liability payments. The 

($100,000 then is more that you ought to be taking in, 

and you can take care of that in your accrued liability'? 

MR •. PERKIN:S: Yes; and that v1ill corne out in this report· 

MIL PAYSON: Then at the end of thirty years the State 

should not match dollar• for dollar, if you have caught 

up on your accrued. 

MR. WEBBER: To boil this down, is this true: That there 

is to be paid out whatever amount is required under 

the old non-contributory system each year, which is 

now a drain on the school fund and ,r1hic h you as head 

of the Department of Education would like to see the 

school fund relieved from,it,being, as you see it, no 

part of the educational program. Second there is whatever 
' 

current charge each year is necessary, some amount 

apparently less than $100,000, to match what the 

teachers put in under the contributing fund, which 

presumably must be tal{en care of by some sort of 

appropriation. And, third, there is whatever amount 

is determined to be necessary to put in each year 

now to make up for the back, which should be roughly 

in the neighborhood of $25,000 or j30,000i 

MR. P11:PJUNS: Roughly. 
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IvIR. WEBBER: At least it 1,,1ould not be $100,000 anyway', 

:MR. PERIUJ\JG: No. 

MR. WEBBER: Now how much did you say, Mr. Gilson, your 

school fund is now being drained for pensions? 

Jl!lf-{. GILSON: In 1941 it ·was drained $275,420. 

MR. WEBBER: Has your school fund been drained in other 

ways for things that do not seem to be strictly educational? 

MR, GILSON: Well, it has been drained in this way: Of 

course we have bad reduced appropriationr:i, the sources 

or income have drled up to some extent and it has been 

reduced that way. Then we have had an increased drain, 

for example, on account of the deorganized territories, 

unorganized ter:ci tori es hr:we increased. Now we have 

about 114 of them in the Stat,e vihich have to be administered 

dmrectly out of state ap9ropriation, and of course that 

reduces the amount a1located to tovn1t:1 and cities. A 

number of the items, however, that come out of the 

E,tate school appropriation have been reduced over the 

past ten years and nhow a figure lower last year than 

they have for previous years. But, generally speaking, 

the services which the State has seen fit to put into 

the schoolB and encourage have increased the cost-~ 

the moneys that have to be taken from the school appro­

priation before that money :i.s allocated to towns and 

cities, for physic al educ at ion, vocationHl education, and 

services of that sort, have reduced the amount of the 

State annronriation • 
.l. ;:· ..!. 
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OHAI11MAL1J DO\!: Is it true that some federal subsidized 

activities in schools which got them pretty well started, 

the federal subsldy has been pretty well reduced, taken 

away? 

MR. GILSON: Yes; in some cases federal subsidies have 

been reduced. In most cases they are a matching proposition, 

and as they continue on in some cases the federal 

appropriations are reduced some\vhat, but I do not think 

you would run into a ten ora fifteen thousand·uollar loss, 

however. 

JvlR. PAYSON: Your loss in appropriation if3 not actually 

failure on the part of the legislature: it is reduction in 

valuations on the state tax'? 

MR. GILSON: Yes; there is a reduction in the state in 

valuations, a,nd there has been shrinkage in incoming tax 

on trust companies and savings banks, and also shrinkage 

in interest on the permanent school fund 

CHAlRMAti DOW: What do you get -- tbree mills? 

MR. GILSOl\:: 'l'hree and a 'nalf mills. 

MR. PAYSON: Doesn't the University of Maine go into that'i' 

MR. GILSON: Yes; they also get funds from the swne source. 

MR. Vfi.1~BBER: Abeu t vrhat is the drain on the school 

funa_ currently of the old non-contri bu t:l.ng plan alone? 

ER. GILSON: That is the figure I gave you of ;f.6275, 000 o 

MR. WEBB~R; That is right, it would all be there. 

MR. CHLGON: In 1933, when they abanc:to11ecl the contributory 

payments that was $160,000; no~ it is $275,000, That 
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gives you an idea of how that is growing. 

MR. WEBBER: Suppose that could be stabilized at :;;;250,000 

and the additional as it gradually increases made up 

by additional appropriation, could the school fund stand 

that amount of burden if 1 t didn't increase cmy more'? 

MR. GILSON: You mean if it were stabilized at $250,000 

and the school fund paid the difference'? 

MR. WEBBER: If the school fund paid the $250,000. 

MR. GILSON: I ·will answer that this way: If it stays 

in the schoml fund it means we are going to have to ask 

for thb"t much, !f~275 ,000, more than we vrnuld have to ask 

for ot11erwi se to support the schools. That is about 

the way it lines up. 

MR. WEBBER: One hand washes the other? 

MR. GILSON: Yes. 

MR. WEBBER: Well I ha;ve an irlea, thB,t we will probably 

develop this somewhat further when we get together in 

November, and it is possible Vr. Buck's report may 

be available at tha.t time. Are there any questions? 

CHAIRMAN DOW: Isn't it true that a certain part of 

your expenses this year are going to be considerably 

more in spite of reduced income? 

MR. GILSON: We can't help it. 

CBAIRlVlAl'J DOW: Even thou3!1 you a.on' t pay all teachers, you 

have to pay some, and you have to buy textbookB and supplies? 

MR, GILSON: That is true; and the services which the 
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State renders and pays for out of this fund are going 

up, because of increased cost of personnel and supplies. 

IvIR. l1 AYSON; I have one question that has nothing to 

do with this but may be of' interest to the cornrni ttee Q 

Mr. Perkins, isn't part of your state salary paid out 

of the appropriation for the Industrial Accident Commission? 

MR. Ptt:.rli\.JNS: Yes, sir. 

MR. PAYSON: Any particular reason for that? 

lVlR. :PERKINS: Excippt we regulate compensation rates in 

the State, and we have a girl who works entirely on the 

fund, supervised by myself and Mr. Whitten. Now you 

could handle it tv'/0 ways That comes out of the general 

fund. It looks to me as if you were cutting off your 

nose to spite your face. 

MR. PAYSON: As a sound governmental practice, the work 

you do is actually insurance? 

MR. PERKINS: That is right. 

MR. PAYSON: You are actually doine; insurance work, and 

if' the appropriation for your salary were entirely from 

the insura,nce department that would be sound practice? 

MR. PERKI That is exactly Where it should be. $2500 

comes out from the general 
u 

fund and_ ;u,1500 comes out 

of the Industrial Accident Commission. 

MR. PAYSON: The Insurance Commissioner used to sit 

with the Industrial Accident Commission on certain cases, 

but that is not true now. 
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:MR. W1£BBER: I am going to have Mr. Perkins stay. 

Mr. Gilson, you may leave. You are welcome to stay if 

you like. Any other questions of Mr.Gilson before he 

leaves? 

MR. WEBBER: Now, Mr. l:'erkins, will you tell the Cornrni t tee 

of' the study that you have made of State la:vrs rec1:.arciing 

annuity premium tax and the proposals you have. 

MR. PERKINS: Well, I am nut in a dual capacity here. 

When this thing was brought up it vms thought, as we have 

one domestic life insurance company to do with, that 

Mr. Irish and. his actuary should be here today. It so 

hap,Jens that Mr. Irish is sick and couldn't come, and his 

actuary, rv;r. Lernan, was out of town. They gave rne their 

views as to how f:'a,r they aro willing to go along without 

fighting it in the legislature. 

When I came here I found that this state had never 

taxed annuity premiums. I rna,d.e a study to see how many 

states did, and from the replies I got twenty-five definitely 

d.o, 

No1,1 I have been connected with insurance cornpanie s 

for quite a long while as far as rate structures are 

concerned, and I know it ls the practice for every company 

when they are rnal{:ing up the:lr rates to stick in two per 

cent for taxes. T'hey rnake the same rate for Maine that 

thc➔ y maJ;:c:j for California: there is no change whatsoever. 
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A life insurance cornpan;y charges one rate in Maine and 

charges exactly the swne rate in any other state. So 

I figure the Viaine polic;yholclers have been paying ancl 

are now paying an extra two per cent for taxes, because 

it is earrnarlced for taxes and the state fund. fus not 

gettinc it: in other words, they never taxed it. The 

reasons are that annuities grew up after the j_nDurance 

busJnescJ started, an(l for soc:i.al reasons they have never 

been taxed. 

Nm·.i la8t year the :u1surance cornpantes collected 

\~',l, 699,000 of annul ties here in the State. If it had. 

all 1Je,3n taxed at two per cent, that would have been an 

increase of nearly $34,000 coming into th0 general fund. 

My feeling i::1 that not matter whether the companies 

are takine; lof::\ses on annuities or not - 1 do not think 

that is the problem at all -- the fact is they have 

been charging two per cent for taxes, and there is 

no reason that I can see why they shoual.d not ~~,ay to 

the r3ta,te of l"".ain2 two ner cent. That is my side of it. 

The cornpani es I cide is thi.s: They are willing to 

go along on tho idea Lhat for any annu.lty issued on or 

a,fter a ce:ctaJ n elate, which you gentlemen of the Legislature 

may specify, any now business written would be subject 

to the tax, but they do not want to make it retroactive. 

That is, there are a lot of annual premium annuities 

whi.ch are cornint'; up every year, and. on the renewal business 
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they d.o not vrnnt to be taxed 2 per cent, and they 

tell me undoubtt')dly there w111 ·be a fight in the Legis­

lature if they are required to do it. 

CHAIRJvUf:_1/ DOW: Haven I t they charged 2 per cent in that 

premium? 

NE .PEHKiN;3: They have. 

The reason they give ic that the old annuity rates 

are inadequate -- I will agree with them, that they are 

that companies have been taxed for quite a few things -

the federal government ia going to get them badly this 

,year; and alBo the;y say that several years ago they upped 

the premium tax anyv1ay -- I guess that wae. in 1939 -- it 

was bi,fore rny time, but you gentlemen probably remember 

that - and, after a.11, annuities are more or less of 

an investment. that they have to compete vii th banks 

and tlrnrefore tl1e:/ Ct1o not see v1hy they should be singled 

out in these older cases to be taxed, although they are 

\'li1lin;~ to go alon,~; as far as any new business is concerned. 

Now as far as single premium business is concerned, 

that is fine, but I believe in this ~1,699,000 that 

was collectecl for the year 191+1 there is a lot of annual 

premium business, so if you do not make it retroactive 

I am afraid you would find the 034,ooo cut in half at 

least. I have no figures whlch would ind:i_cate to rne 

how much is annual and how much is single, because in 

the companies I statements they ju Gt n1e it in one e:roup, 

just the total for Maine, never having been taxed on it. It 
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io the regular company blank which ~11 the states require. 

It just says: 11 Consideration for annuities. 11 

ln1ov1 whether that is Blngle or annual. 

J don 1 t 

MR. 1/lEBBER: Well, if' they were here and made the argument 

that you have presented for them, what would y-our answer 

to it be? 

MR. PER.KINS: M.y answer would be simply this: Although 

as an Insurance Department official I am interested in 

the solvency of the companies, yet why should Maine be 

sjngled out not to pay a tax whcm Massachuaetts and New 

HampBhire is'? They have to pay it in those two states 

and they have had to pay it for years. After all, the 

first comrni s si on has l:leen paid. Now in life your cornmi s sions 

start on annual premium business at not over twenty per 

cent and then they drop right down: on annual business 

it is usually not over five per cent for the next five 

years and after that nothingp with the result they do 

not have to pay their commissions any longer, that is 

their f:irst-year commissions an.,way, but on their renewal 

business the commission has been dropped. Of course that 

is taken into consideration in the rate, but, nevertheless, 

in making up tbat rate there 1s two per cent for taxes. 

Some companies take ever more than two per cent. I arn 

taking two because that happens to be our rate when we 

ta.x for insurance premiums and in e;eneral · that is what is 

used today in figuring the annuity premiums, but definitely 

there was a two per cent in there when that rate was 
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originally figured. You could take the position and 

say they have been making money for years in Maine on 

annuities on that feature, that is they have not had 

to pay the tax and yet it was stuck in there. 'That of 

course was go:ing into the cornpan I s coffers. I say it 

should go to the State, not to the Insurance Department, 

but should go to the general fund of the State. 

MR. WEBBER: They admit, do they, that the two per cent 

has been fiBured in the rate? 

MR. PERKINS: They have to do that, because I know all 

their rate changes since 1933. There is no question 

about that so far as rate structure is concerned. 

JVlR. WEBBER: So what they are really saying is they are 

hav1nc; kind of hard times and it is going to reduce 

their profit? 

MR. PERKINS: Yes; and the fact thJy look upon annuities 

as more or less a social benefit to the State: that is 

when you come up to get your annunity there is so much 

possibly the State wont have to pay in old age pensions 

and things of that nature. 

MR. :PAYSON: The same thing is true of life insurance, 

isn't it? 

MR. PERKINS; Well, life insurance you have t,o die to 

get it, unless you buy an insurance annuity. 

JYIR. l'KiSON: Lili'e insurance is a soclal welfare proposition: 

if I kick off my family are provided for. 
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about that. 
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CHAIRMAN DOvv': What they are sayine; is, 11 We have got away 

with it for years and we are now caught." 

MR. PERKINS: I am not speaking for a11 the companies; I 

am 1)ust speakine; for this company. 

CHAIRMAN DOW: Is there a uniforrni ty of rates between 

this local company and outside companies on the same line 

of bush1esB? 

.MR. PERKINS: No uniformity of rates because they use 

different tables: the same loading. 

CHAIRMA:1:-:! DOW: Supposing I should buy of this local 

one $10Q, 000 of annuity, which I would lilre to, and should 

buy $100,000 from one outside, would the cost be any 

cheaper? Could I buy it cheaper than in Maine, between 

the Maine company and one outside? 

MR. PERKINS: I would say offhand unless you went to 

several of them that tb.e rate ·1rnuld be the same· 

CHAIRl'1iAN DOW: They are not cuttinf, the price any? 

MR. PERKINS: No; it is not on account of taxes they cut 

the price: the only cut in price is some company that 

has not adopted the latest up-to-date table. 

CHAIRMAN DO\'f: They are not passing that 2 per cent bacl{ 

to anybody'? 

MR. PERKINS: Oh no. 

MR. HILDRE'l'H! Would this tax fall on all insurance companies 

or only the one domiciled in Maine? 
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MR. PERKINS: On all companies doing business in :Maine. 

Here is the list. (Presents 11st) 

MR.WEBBER: Just take a look at Section 5 of Chapter 

13, the last part of it particularly, and tell us what 

efl'ect that has, if any, on what we are talking about. 

I don I t know that there is an~r particular connection. 

MR. PEPJGNS: You see there are two classes of annuities. 

The annuities I arn talking about are life annuities 

contingent upon a man 1 s life. There are other annuities, 

and I thinlc what this section is probably referring to 

is an annuity where you pay ~ornething over a stipulated 

period of time, ten or fifteen years, whether the man 

lives or not: that is the common definition of annuity 

as UBed in textbooks. The annuities I am talking about 

are contingent upon a rnan 1 s living and not contingent 

upon paying over a specified period of time. I think that 

is what tbi s refers to, the textbook group, so to speak. 

MR. WEBBER: Does that create any situation under which 

if we were to amend the law to provide for thiB annumty 

consideration tax that should be amended so as to indicate 

the different type of annuity that ts there intended, 

because in each case the word 11 annuity 11 alone is used? 

MR. I'Ei:RJGN;:3: That is right. 

MR. W!I:BBER: It irnu lcl be vrnl1 to insert a defining ·word 

in connection w1th "annuity'i'n 

MR . .PEFUU:Nf5: 'I'hat is right, defining the type or annuities 

we are ta11cing about as far as taxation. 
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MR. BOlJCHER: Would this affect mutual benefit organizations? 

MR.1)ERlUNS: Oh no. 

MR. VlEBDER: Mr. Perkins and I have more or less had 

the thought that if it became advisable or necessary to 

raise some additional revenue for the pension :tllLX program 

that this was one place at least where a relatively small 

amount of money might be realized and could be put to that 

use, and, interestingly enough, the amount that might be 

realized, somewhere around $34,0oo, is not too far removed, 

apparently, from the amount necessary to liquidate the 

arrears on the pension program, and they seem to fall into 

somewha,t the same pattern. 

J\!1R. HILDRE'I'H: Like taking a rabbit out of the hat. 

MH. l'AYDON: Taking it away from one set of taxpayers to 

give to another 

MR. \fC.:BBER: No; the insurance companie B are going to 

pay it and they are not pensioners yet. 

MR, PE;R.KINS: I ml1_:i;ht say these were developed independently: 

no orie:,inal thought. of combining them at all. 

MR. WEBBER: We have gone to the extent of drafting a 

short piece of legislation for the consideration of the 

Committee ;,,,1hich would accornplis{yl the necessary result 

apparently. It is not necessary to read it. All tha.t 

it is necessary to do is to strike out in one place 

the words 11 except lilo far as relate to taxation" and 

substitute the words 11 inclucUng all provisions relating to 

taxation, 11 and tben in another place ad.ding the words, 
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after the word 11 prerniums" the v·iords 11 and annul ty con­

siderations • 11 That is what they are commonly called, 

rather than annuity premiums. And with the posBible 

addition of putting a defining word in this place Mr. 

Perkins called our attention to. That would accomplish 

the desired result and raise about ';134,ooo with about 

twelve words. 

MR. PELLETIER: Would you believe, in the event legis­

lation should be enacted and this tax imposed, that it 

should be retroactive on the former premiumsi 

MR. P~RKINS: Well my opinion is -- this is my own opinion 

seeing that in all premium structures that 2 per cent 

was put in, then it should be made in premiums collected, 

whether the policy was issued next year or five years 

ago. 

MR. PAYSON: You don't mean retroactive in the sense 

of going back? 

MR. PJ£RIUNS: No; I mean as the premium is collected .. 

lvlR. PAYSON: That is what I mean, I mean retroactive on 

a policy issued previously. 

MR. P.h~RKINS: When the p:emium is paid -- let us say you 

put it into effect January 1st of next year and the 

premium was collected on January 3rd, I would say no 

matter whether that was a policy immediately issued or 

issued five years ago that should apply. That is not the 

company's opinion at all. They say if a policy is issued 
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next year they are willing to go along, but othe:rwise 

than that they would probably give you a fight. 

CHAIRMAN DOW: I should think the answer would be that 

they could come alon5 or be dragged along: they would 

get there. 

fllR. PERKINS: Of course you have got some pretty big companies 

issuing that stuff: 1£quitable, Prudential and Travelers, 

and they have (l;ot a lot of money. 

MR. WEBBER: Would you like to hear off' the record the 

states that already tax. 

(List read off record) 

MR. I>ERKINS: You note that New York is conspicuous by 

its absence. 

(Off' record) 

1.ffi. POULIN: In other words, in states wher'e they are not 

taxed it :Ls ju st g,i vi ng, the insurance companies t·wo 

per cent, more? 

MR. PER1C_IN;3: That iB right: the premium is exactly the 

same, no difference so far as premium. 

:MR. POULIN: You are not taking anything away from the 

person who is buying? 

MR. F'EHKINS: No; they are getting that. 

CHAIRMAN DOW: They are paying it anyhow. 

MR. PERKINS: Yes, because a company issuing in New York 

has the same nremiurn in New Hampshire where they are 

taxed as in New York. 
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M:R. POULIN: And that is because it is all figured up? 

:MR. PERKINS: 'rl1at is right: they do not change premium 

rates for states. 

JVIR. WEBBER: Are you prepared to discuss briefly these 

small changes? 

I.VIR. PERKINS: I would_ be glad to. 

MR. WEBBER: Now he has a number of suggested changes in 

the insurance law, and he has discussed them with me, and 

I suppose the logical thing to do with things like that 

is to have the proposed bi1ls come from the Insurance 

Department it self where it is strictly on insurance la111. 

There is no objection, I assume, to me giving him some 

asslstance in the preparation of that, and I think Mr. 

Perkins thinks it would be he1pful if he statecl to the 

members of the comrni ttee in a brief way why these chane;es 

will be sug5osted so perhaps they wont be quite so 

unfamiliar to you when they do come into the House or 

Senate. I think perhaps the fir st one is the mail order 

business so-called. 

lY'lR.. PlLRlGN/3: That has al'.-iay::. been a sore spot with us 

because the department has no jurisdiction over any 

unauthorized company. We get a lot of letters from 

different people v1ho are stuck, that is they have purchased 

some of this mail orcler business and it is writ ten up 

beautifully as far as the advertisements are concerned, 

but there are alway8 a few h:i.dden phrases in the advertlnernent 

it is usually not there, it is usually in the policy itself 

with the result that the man cannot collect a claim. We 
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find it mostly in the casualty line. We feel very 

embarrassed to have to write to them and say we are sorry, 

that there is not a thing we can do; and there is not, 

because those companies come under the jurisdiction of 

other states. I have written to cornrniesioners of other 

states, but fiO far I haven't got very far. There are a 

couple of fJtates that have a lot of these companies. 

Now there are two states, Virginia and Michigan, that 

have passed what is known as an unauthorized insurance law. 

Let us bring it down to Maine. I will say that any 

company in this state cannot do business in another state 

unless it is authorized to do business ln that state, 

provicUng that state has a similar law It is 1·1hat is 

known as the reciprocal law. That is, if' this law was 

passed I would not allow a mail order company in Maine 

to do business in Virginia, and if I got a complaint from 

Virginia I would call that J1i1aine company am and they would 

have to show cause why their license shoula not be revoked. 

Now if it was some other state I got the complalnt from, 

South Carolina, which does not have the reciprocal law, 

there would be nothing I could do, but as long as the 

other state has the reciprocal law I could do son;e thln!?, 

a,bout it. 

There has been a lot of criticism of the state depart­

ment on that one thing, and that is one thing that has been 

put up for federal legislation: the federal government can 
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control it but states can't. 

I know quite a lot of other states are going to 

attempt that this year. It is certainly a good bill, 

and will help people in this state, because I then will 

be able to 0et at these fly-by-night companies. 

There are a couple of good ones: one in New York City, 

called the Teachers' Assurance Association. There is mne 

that i D good, lJLlt for that one you have got fifteen hundred 

or two thousand of these other ones that are not worth 

a cent. In fact, we tell anybody that comes to the 

depar·trnent if they are going to take insurance to take 

it in an authorized company because if anything goes wrong 

we can go to the company and find out about it, but we 

cannot with these unauthorized cornpanie s. 

As the other states start passing the£e laws -- and 

they are going to -- we are going to be in a position 

khere we can police them• 

MR. PAYSON: I do not quite see how that works yet: the 

companies are not in Maine. 

MR. }'.E;RKINS: Let us say there is a company in Virginia, 

which has this law: it is a mail order concern and it 

does business in Maine. If I have a similar law I v1ill 

write the Commissioner of Virginia and say, nYou have got 

a law on your books which says that company can not 

do business in a state in which it ls not authorized. You 

police it. 11 And he hai::1 got to under the statute. 
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MR. I)AYSON: What about a state that does not have this 

law? 

MR. p1,:;RKINS: I cannot do a thing. In other vrnrds, you 

have got to get the states to pass this law. Two p.ssed. 

it at thee last sessiam, Virginia and Michigan., I know 

quite a few other states that are going to try it this 

year. 

MR. PAYSON; Do these mail order insurance companies 

center in certain states? 

MR. I'ERKINS: Yes, in several states: Illinois is a great 

place for them. 

MR. I'AYBON: Take Illionis: is there a chance that Illinois, 

with that profitable buslness, wil1 pass this lav1? 

MR. PERKINS: It will have a big fight. Of course I 

question whether under the Illinois statutes they are 

doing businesf3 legally anyway. I do question whether in 

Ohio and Illinois,especially,you are going to get this 

law passed, or in New York. 

MR. PAYSON: And those might be states where the fly-by-nights 

wou1c1 be? 

MR. PERKI : That is true; there is no doubt about that 

I hope they can ,:iee their way clear to pass it e 

MR. POULIN: Whatever the situ at ion might be, it certainly 

would not be detrimental to the people of the State of Maine? 

MR. :PERKINS: No, because lt so hapr>ens we have no mail 

order companies • 
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MR. l'AYSON: I was just ,vondering if this had any 

effectiveness. 

Iv.tR .PERKlN:'-:l: Vfoll, there are certain companies in Virgini.a 

and Michigan. I •will force them out of these stateljl, and 

there wi11 be, as I say, other laws passed thlB year. 

MR. 'dEABE~\= Isn't part. of 1,{hat you hope -- you and other 

insurance commissioners in other states -·- is that this 

v1:1.l.l sta,rt a progre::rn1ve movement which may eventually 

r·esu1 t in cnou1};h presciure so even reluctant states v1ill 

fall in line':' 

IvIR. PEHKll·iS: Yes. 

IvlR. POULIN: Is the law proposed a uniform law"? 

:MR. P1~RK11'15: No, it is not uniform. 'I'ho one in Virginia 

is not even a reciprocal law -- I do not wean Virginia, 

I rnean MJ chigan. If I had a ruail order cornpan;y -v1orkin5 

out of Michigan, I could today, vdthout pasDinc: a,ny law, 

wrl te to them and nay, 0 Under your lavi s you b.ave got 

to revolce that cornpany' s licenso ll Vire;inia, on the 

other hand, has reciprocal laws, but practically all of' 

them are going to be reciprocal laws. 

I have talked. with quite a few cornrnlsDionero on 

th:,1t, a.no they so,y :Lf some other state doen not see fit 

to do it we are not going to stick our necks out. So 

it 1,1111 be a reciproca1 law, and tl1at is wl.1y I have with 

the help of Mr. Webber, drawn thlo up: in other vJOrds, 

rna1te some other state take the sanw action before 1-de 

police it for that state. 
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agents. 

Well, in this state we have since 1937 

qualifications for agents of all cornpanie:3 except life; 

that is, they have had to take written examinations i.n 

order to d.o bus:i.ness :ln this State. Life companies have 

not had to do that: they have just turned in tbBir money 

and requi ci tion. 'de feel tha,t the life agents should 

not be g:l ven any privileges that other companies a,re not 

Biven. We would like to have every agent qualify in 

this ~3tate. All types of inBurance except life have 

to be qualified, and I can see no reason why life should 

not be. I 60 not understm1cl why they 1•1ei-e not included 

in the first pla,ce, but I wasn't aI'ou.nd,and I ce,n 't seem 

to find anybody to help me alon3 that line. 

CHAD{MAN DO\·/: I can help you • 'I'here vrnG a bill in last 

w:inter to allow sav:'u.1e;s banks to set up life insurance, 

and if you could. see the lobbey r~ent down here you 1-10uld 

under stand wt1y i L cUdn 't go through at that t:l.me. 

MR. :PAYSON: I should think life insurance ought to be 

the fir □ t of all to be qualified. 

MR. PJ£I·UUJY:;:): I think that is rie;ht: they have mo:r·e chance 

to do harm to policyholders. You will find the present 

agents already in are going to be all :for this: it means 

it is going to cut down their competitors. 



33 

MR. PAYSON: Isn 1 t there a grandfather clause in there 

for men who are now engaged in businessas agents? 

IVLR • .PH;RICINS: :{es. I think you will. hnve to take those 

in: I do not think you could make this retroactive. 

CHAIRlVJ/\N DOVI: You can pass your lo,w so much easier that 

MR .Vl~BBER: And there 2_;oe s w :i. th that examination a fee? 

: That i. s right. 

HR. POULIN :.What is the exa:rnination fee for casualty? 

MR. PERKINS: Ten dollars for the first time. 

MR. :PELLETIER: How would that affect the life companies 

who have quite a turnover of age:mts? 

MR. PERKINS: It rnie;ht better if they didn 1t have that 

turnover. I do not like those agents coming fn for a short 

time and then stopping, because I do not think in the 

first place they know their business, and they usually 

come on to sell on0 risk. 

CHAIRNAH DOW: f.3ell their relatives. 

MR.rERKI:NG: ThEJ,t is just about it: you hit it right on 

the head when you said that. It would be much better 

f'or policyholderB if they didn't have that turnover. 

MR • .PELL81'I GR: ·rhe r'eason I brought that up, I have noticed 

various compani(3 s have a lar.~·.e turnover of agents in 

rny section, and when the goine; e;ets a little tough and 

lapses come you find the agent gets d:i.sgusted. andx leaves 

the job and they have to get somebody else. There is a 

continual process that way, which is probably ~ue to the system. 
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you only have to pay two clollars and start; and they 

don't pay the two dollars: the companies do. 

JYJR. WEBBER: What about the suggestion as to domestic 

life insurance companies? 

MR. PERKINS: Well, the next bi 11 that 'v'l8 would like to 

see is not a question of charging anybody any more than 

what we B,re do:Lng now: the only thing is I feel that 

the Insurance De~artment of the State of Maine should 

make its own exarnina t ions in this State. It so happen_s 

with many of the companies, especially some of your 

domestic mutuals, it has been customary in past years 

to call in foreign examiners, ·wj_th the result those 

companies have got socked. Most of thmrn are mutuals, and 

they don 1 t have ;Jl500 they can pay for examiners to come 

in and examine· 

You see by law we are required to examine every 

company in this state every other year. Many of' them, 

where it is a one-man job, we can do it, but where it 

is a two-ma,n job :nobody in the department can. I can 

go down and supervlse it, but I have got to be back 

here, and the deputy the same way. 

CHAIRMAN DOW: You mean examj_ne their assets and liabilities? 

MR. PIDRlGNf3: 'Jihat is right; check them to see ·whether 

that statement is correct. 

We have the money 1 but I do not~ dare touch j_t for the 
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reason the present law reads that this filing fee 

they are now payinc; shall be used for examining and 

auditing of annual statements I would like to have the 

·words added: "and examinations required by law • 11 I 

will never have to ask the legislature for any more money, 

bee au se it is a separate fund that comes to the insurance 

department, but I wouldn I t dare to use. it unless1the 

legislature sees fit to add those words. 

MR. WEBBER: You have about :i13 ,000? 

MR. PERETNS: About 1jl3 ,000 in the fund now. That law 

has not been on so very long, I think since 1939. We 

will be getting about $7500 per year into this fund. 

That is enough to hire two good examiners, and that bill 

I tell you right now you wont find any opposition to. 

In other words, you w 111 f incl every company in the State 

wi.11 try to have it pass: in fact th8,t is sornetbing you 

are going to ta.Jee to the compa,nie s, you are going to 

give them a chance to get just as good examinations 

done, but the only fees we Hould charge them would be 

just traveling expenses, because the salaries will be 

paid by the department .. 

CHAIRMAN DOW: 'I1hey are using thelr ov1n money for their own 

benefit? 

MR. I'ERKIN;3: 1'hat 1s just it. 

MR. WEBBER: Let us pass along to s1..13gested change on 

brokerage. 
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MR. PERKINS: Well, this is a competition situation. 

It so happens that Maine life agents -- I will pick 

life agents because I think that is the group where it 

is happenine -- they will go and sell a policy and also 

sell fire and casualty along with it. 

The law we have now, I believe it was the lee;i slative 

intent - - that is my own mpinion -- it was for placing 

excess life. If you were an agent and had to insure a 

big piece of property for $100,000 for fire and your 

company could not handle it, you should be allowed to 

say your cornpany would only take $25,000 and you should 

be allowed to pass the extra $75,000 om; but I do not 

think it was the intent for a life agent to write that 

business through the fire company without being licensed 

and knowing nothing about fire, as is being done today. 

MR. WEBF-1ER: In other words, h0 is using another agent 

who is in the fire business, and he is just brokering 

it and knows nothing about it? 

MJ.:Z.PERKI That is right; but he does get his commission. 

MR.WEBBER: The proposed change there would only permit 

an ae;ent licensed to do a certain line of writing, to 

broker with an agent licensed in the same line? 

MR .PEHKINE\: Yes. 

MR.lJAYSON: What particular section does that amend'? 

MR. I-1 ERIO.NS: Shapter 60, Section 122. 

MR. WEBBER= In a little different connection, some of you 
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gentlemen will rec all that we saw the brolrnrage sect ion 

stretched line an elastic band on one occasion. 

CI-:!AIRMAN DOW: We couldn I t find anyone to agree with us 

it wasn 1 t right either. 

MR. WEBBER: The next su9c;e sted change? 

MR. PERKINS: The next one that Mr. Webber haf:l there deals 

wtth a law that was passed in the 1941 session, and 

consists of what the Insurance Commissioner shall do in 

case he has to revoke a company license. It says I have 

to determine it on or before June 1st. Suppose I find 

anything that goes wrong in June: I have got to wal t a 

full year before I can tackle that company. It so happens 

on M.ay 1st the taxes are payable. There are other laws 

that say if those taxes are not payable I have to revolrn 

their license. I will not find that out, until after a 

lot of correspondence, that they actuu,lly wont pay it, 

and I can't do a thing until next year. 

Furthermore, when it comes to licensing companies, 

I license them July 1st. If I am going to find anything 

wrong it ,,1111 probably be 1n the month of <June, and yet 

tlle 1av1 specifically says if I don I t before ,June 1st. I 

am just out of luck. 

CHAIRMAN DO!T: I sn I t any date before June 1st -- or is 

that a broad interpretation? 
. 

MR. :PERKINS: You may be right. .But supposing I examine 

a company in July and I find it should not do business 

in the State of Maine» I want to stop it from doing business 
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right then; I do not want to have to wait. 

CHAIR}1AN DOW: But if you discover it July 5th that is 

before June 1st':' 

MR. PERKINS: Well, not in that ye~r: it would be in the 

next. But I do not see any reason for any elate being 

put in there at all. If it ever came up like that, Mr. 

Dow, I certainly would do it. 

CHAIRMAN DOW: And let them squawk. 

lVIR. PERKINS: Yes. At the same time, I do not like to 

have such a law on the books 

CHAIRMAN DOW: It all.ow s too many different interpretations. 

MR. vfEBBER: What is the story on moving pictures'? 

MR. PJ£.RKINS: The thing there is we have an arson fund 

which we use for inspection of public buildings, and, 

as you know, for investigation o:t' fires. I have to turn 

over backwards to give moving picture licenses under 

that. I have to give an operator's examination: I am 

required to do it. The people in the arson division do 

it. In order to do it I have got to give an inspection 

down in Portland on a certain day in order for tlw,t man 

to give the examination, otherwise I can't take anything 

from the arson fund to pay for it. My hope and thought, 

although I think there will be some trouble on the thing 

before we get through with it, is that they should pay 

five dollars for that examination,which would be used 

to cover the cost of giving it· Now I also know they have 
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a little legislation they want, so I may be in a bargaining 

position before I am through. I do not like to te.k.e it 

out of the arson fund. 

MR. WEBBER: I think it might interest the committee: 

The committee will recall that under the former insurance 

commissioner we found the policy to be to spend the 

arson money for anything and everything, defense and 

other things that r1ad nothing whatever to do with the 

purposes of the law, and the result was that the arson 

money was being spent freely and the tax was continuing 

year after year, al thou 6h the law contains a provision 

that under certain circumstances the tax may be stopped 

I think it might be of interest for you to learn from 

Mr. :Perkins what the present policy of that department 

is about the arson fund 

MR. PERKINS: .Arson money today is used just for two 

purposes, and those are within the law: one is for 

inspection of public buildings, or explosives or inflam­

mables or for investigation of arson. We are not at 

present buying mov1:ng picture machines and things like 

that, v1hich has been done in the past, although I will 

say I v1 ant to go on record as making no cri tici srn of any 

of my predecessors: I think they had their own ideas 

and I thinl{: every man is entitled. to them. But I came 

in here May 1st, and I am answering, for the department 

after that date. I ·would never get into any criticism or 
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sustain any criticism of people that have been in there 

before me. 

MR. WEBBER: It would appear now as thought it may 

be possible somet lrne in the future to suspend the tax? 

MR. PERKINS: Yes, sir; ti thin the next t1·rn years the tax 

will be suspended for one year: whether it will be this 

yea,r or next ,year, I cani t say; it all depends on how 

that fund stands on next May 1st and how the emergency 

seems to look, but if it is not next year it definitely 

will be the next. 

MR. PAYSON: Shouldn I t we keep the ta:,~ on and give the 

money to the school department? 

MR.WEBBER: Now Chapter 35. Section 49. 

11IB. PERKINS: 'l'here is the one Mr. Dow and I have talked 

about. Don't you think that section ---

CHAIRMAN DOW: Should be made clearer. You understa11d, 

Mr. Perkins, as attorney for the town of Norway I arn 

in an ernbarrasoin;:!~ poai tion, and as chairman of this 

committee I might not slide in the same groove right 

along. 

MR. :PERIU:NS: Well, we have what in known as the demolition 

section, that is 48 and 49 of' Chapter 35, which says 

that upon complaint the In su ranee ComL i ssioner may have 

somebody p,o out and look at a piece of property, and, if 

it is not proper it will have to be removed, and if it 

is not removed then we must issue a demolition order and the 
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property w 111 be torn down and the man will be charged 

for having it torn dovm. Now some of you gentlemen are 

lawyers, and you all informed me that you were afraid 

that may be unconstitutional, and the Attor~ey-General's 

department backs you up, I understand, under weight of 

numbers. 

CHAIRJ\rIAN DOW: They agreed with me that morning. 

MR. :PJ};RKINS: 'I'h~y certainly did. 

MR. PAYSON: I don't agree: I think it is well within 

the police pov1 er s, I haven I t any doubt of it. 

MR. WEBBER: Without right of ap:~;eal'? As I understood it, 

Bob took the position that the fact that there was no 

cornpensa,tion provided is one of the reasons why it is 

unconstitutional, and I cannot agree with that aither. 

I do think, however, the failure to provide appeal may 

well make it uncorwti tu tional, and there is no appeal 

provided, as I recall. 

MB. :PERKINS: His dee ision fjhall be final. 

MR. WB.:BBER: 'rhat i 2, definitely government by bureaucracy. 

CHAIRMAN DOW: There is another provisibh that is not 

clear, just who the person is that works for him in 

rnakin12', the h1spection 1 the fire warden. 

MR. WEBBER: It is not the statute, it is the fact there 

is no fire v1 arden. 

(Off record discussion) 

MR. P SRJUNS: It Bo happens, )'vlr. Payson, until V.fe ran into 
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people v1ere complying wlth it and doing it, but we ran 

up against a, fellow in Norway who, I _understand, would 

Lake it to the superior court of the country. 

MR. POULIN: Isn't there something else in those two sectionc 

regarding notice by registered mail? 

CH.AIRMAN DOW: Yes; but you are placing a whole lot of 

authority in one man. When he sayD a certain building 

shall be torn down he may be wrong: you can 1 t alw,ays be 

right. 

MR. :POULIN: How are you suppo secl to notify the o·wner 

of the building? 

MR. PERRINS: In ord.er for it to work, the fire ins pee tor·, 

who is one of the f':lre wards -- not all fire wards are 

fire inspectors, but one of the fire wards is fire 

inspector, and he is supposed to issue the first order. 

If hE:i does not, a man does not have an appeal at all. 

MR. POULIN: What I am talking about particularly is 

how is the owner of property notified? 

MR. PERKINS: He is first notlfied. by the department by 

letter. 

MR. POULIN: I do not think that is adeq uatc:j. 

MR. WEBBER: You think it ought to lJe given in hand'? 

MR. :POULIN: I thinlr it should be something more than a 

letter 

(Off record discussion) 



MR.WEBBER: Now we have got quite a lot to do this 

afternoon, so let us push on • 

43 

J\llR.PERKINS: The only other one I think I have is the 

dance hall situation. We have rules and regulations for 

certai:n buildin3 inspections and so forth, but we have 

no control over dance halls. Now I think some of the 

worst fire hazarr5 .. s in this state are your present dance 

halls. Exits are not properly constructed, and lotsof 

times, especially around graduation tirne, you see all 

kinds of streamers and so forth, and you let one of those 

thin1:;s go up and people viould never get out of the dance 

hall. 

CHAIRMAN DOW: They had a bad case a few years ago out 

at I eland Park. 

MR. PI~Rlnr::S: And you have to do only one little thing, 

because there war:, a, law passed. I think it was in 1939, 

Chapter 192, rules and regulations deal inf:'.~ with inflarnu,ables, 

which says that the department, after hearing, will set 

up reasonable rules and regulations on inflammables, 

explosives, transportation of dynamite, so if you just 

ad..d 11 public dance halls and auditorium s 0 tha,t would cover it. 

01--IAIRMAN DOW: Woulcl that Lnclude 1~oller skating rinks? 

MR. .PEFUGNS : I think it would. I w ou lcl VJ ant to embody 

all those thines. 

Iv.tR. WKBBER: There ls one other thing, vihere you are charged 

with some authority that should be invested in the Banking 
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Commissioner. 

MR .PERE.INS: That is licensing of finance companies. Finance 

companies have nothing to do "libith the Insurance Department; 

it is purely a banldng proposition. We never examine 

them,; we don't know anything about them. That deals with 

the financine; of mortgages and. things lilrn that. That is 

far afield from me 

Jl.'IR. WEBBER: I ·wonder if any member of the comm it tee knows 

why. 

MR. PAYSON: I a_on I t know, except there is an exceptlon 

concerning autornobi1e finance companies in the insurance 
YI 

law. 

MR. PERRINS: Sorn0 automobile finance companieshe,ve set 

up a separate corporation, like the GEIC: that is an 

insurance cornptrny for General I·-'iotors. 

MR. PAYSON: There is a statute which says a finance company 

can force a borrower to take his insurance and excepts 

certain finance companies from it. 

HR. l'EHKINS: That is right. 'rl1at may have been the tie-in, 

I don 1 t know. But as far as the finance company itself 

is concerned, I think that should be c=ixarnined by the 

Bankine~; Cornrnlssioner, because insurance and banking are 

two different things, justRE as different as black is 

from white. They would not accept the method in which 

the insurance company malrns up its statement, and the 

insurance company would. never accept the bankinc;, method. 



45 

The banlrn make theirr:,1 on an accrual basis: the insurance 

cornpanie s do not, they rnalce theirf::l on a cash basis. 

That is why all life companies r1ave to put in a gain-loss, 

to true their surplus up at the end of the year. One 

is the single-entry bookkeeping system and the other double. 

I don't know ar)out banks cmd the rnethoc1 they work under·, 

and if' I get to fooling around with finance companies I 

have got to know the banking business, and I don't feel 

I should. 

MR. FAYSOi'l: I don I t know any logical reason why it should 

be under there. 

:MR. :PERKINS: We don I t mind the WOX'k of licensing; it 

is just the fact it seems we are doing something outside 

our rJrovince. 

(Off record discussion) 




