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State Houge, Augusta, Oct. 7, 1042,

MR. WEZBBER: Now I want to take up the first of this
afternoon, as empeditiougly as posgsible, two matters
that coming together, or at leasgst one right after the
other, may seamn éomewhat unrelated but which some of us
feel may possibly be related or a sort of thing that can
be related. One 1s the Teachers' Retirement Pension program
and the general situatlion of the schcol fund, which I wlll ask
Mr, Gilson to develop, and Mr, Perking is also a member
of the board, so it i1s proper he should be here; and
tax.,

then the posslibllity of an annulty premium/. I will say
that was gcheduled for the Tirst thing this morning, but
two gentlemen representing the Unilon Mutual, which would
be the only domestic company 1in Maine that would be
afl'ected, were notified and invited here but were unable
to be pressent today and stated thelr views to Mr. Perkins,
who can state them to the committee.

The reason I am “tying those things together 1g that
1t 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 might not have too many embarrasging features.
For that reason, I suggegt taking them up together. I
Will ask Mr. Gilson to present the diffrlicultles that
surround the pension program,
MR. GILBON: Well, our position 1s thils: 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 goling to have
to ask for a considerable sum of money 1if we are going
to carry both set-ups as they have been carried in the
pasgt.

Ag 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 belleve, and along with
that there hnave been increased demands for the two types
of teachers' pensions in which the State now recognizes
an obligation, therefore it 1s my recommendation that the
pension problem be studied ag a part of the whole financial
problem of the State support of public schools.

Apropos of that suggestion, I would llke to point
out that thig teachers' pengion plan started out asg rather
an innocuous thing Irom the standpoint of the drain it
was going to make on public school funds, but 1t has
grown by leaps and bounds. Ag late as 192%, with a total
school fund of $2,264,000, an amount of only 546,655

wag required for the teachers' pension fund. This

obligation accrued, snd than when the contributory teachers’

retirement obligation was added to that 1t made two plansg

Tor which the State had to recognize financlal obligation,
In 19733, fbr example, ten years ago, there were

nearly %190,000 of penslon moneys required, In 19%%, with

. Y 3 4 x 1. . ® PO - L!\. ~ .
a reduction in State school appropriations of $275,000



decreased revenue the Legislature wag faced with the

problem of Dbeing unable to contlinue the pension payments

.5 they were stacking up and at the same tLime be able

to have any amount of any consequence to lssue to thw

towng and clties for support of schools, whereupon they

sugpended thoge paymenlbls in 19%% by act of the Legisglature,

and since then those payments have been bullding up, those

obligationg have been bullding up. There 1s a bill which

the State owes to the Teachers'Contributory Retirement Plan.
Meanwhile the Educatlion Department funds have continued

to carry the non-contributory teachers' pensiong which

heve steadily increased, so that at thig time the non-conlributory

still belng deducted from educational fundg hag resulted

in wilthdrawal of about 5296,000. The effect of this reduction

in State school appropriations together with the non-contributory

teachers'

retirement obligatliong being deducted from it
meang just this to the towns and citieg of the State:
In 193%% there wag avallable state moneys to be distributed

to towns $221,00C, together with a three-dollar allotment

for esach child of school age in every town and city in

o

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

y

incressed demand for pension funds had wiped out the
ageregate attendance moneys of 5221 ,000 and had reduced

i

the appropriation on a census basis to a figure of §1.63%,

-

and it is sbill golng down, which brings vs at thisg time

to this problem: Flrst, that more state money is necegsary
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for the sgupport of public schools in this state, glven
the regpongibilities and increased costs facing public
education at this time; and, secondly, the obligation of
the state to the pengilon fund will pregent a grave siltuation
unless means are found to meet past and future obligations.

Recent actuarial sgtudiegs indicate that pensions, both
contributory and non-contributory, may reach at thelr
peak the sum of £700,000 annually. OCbviously that is an
obligation that the State school appropriation wont be in a.
position to stand.
Now I have two or three recommendations concerning
thig point Jjointly, Mr. Webber, 1f you would like to nave
them. The Tlrst one is: The State obligatlion to teachers'
pensions, both contributory and non-contributory, shouid
be financed and administered separate and apart from the
i

State school fund, our position bheing that teacherg’ penslons

~

are not a phase of public education but & problem of

soclal security as are other pensions, and when we conceal
the cost of teachers' pensions in the presgent school
appropriations we give the publlic a false lmpression of

the aggistance which the Htate is rendering to the education
of the children. A ovrecedent established years ago by

the payment of emall amounts of school money for pensions

eveloped the pernicious policy of providing for

£

hag
our old people at the expense of our children., As long as
penslion regponglihilitics are considered ag part of public
education, our gchools will suffer from increased demands

on school funds.



The second recommendation ig that leglslative
action be sought to provide necegsary fundsg to maintain
the following pension obligations: A. Teachers' non-
contributory retirement. B. Teachers' contributory retire-
ment. @, The clericael and administrative expense incidental
to malintalning thosge which again hag hed to be borne by
the Department of Hducation.

The third recommendation we had wag thét legislation
be sought to provide Tor the administration of teachers'
pensiong under the direction of the existing State Pension
Board, or, 1f that ig nol practical, an alternative that
a geparate divislon be provided under the dlrection of
the State Department of Education to which pension funds
are allocated and adminigtered entlrely apart from public
school moneys,

That is about my story,

MR, WEBEER: I am not sure whether you have covered it
in all these figures or not, but I assume the Committee
ig more or legs famillar with tine non-contributory
pension prograi,

CHAIRMAN DCW: I have a question,

Mr. Gilson, can you tell -- I don't want thig to
be an unfalir questlion, but can you tell from any 1indications
you have geen as Lo whether or not the non-contributory
hag anywhere near run its peak as to amount of money?

MR. GILSON: No. We know up to date from figures we have

that 1t has steadily increaged. The actuaries who made studies

Av}
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of the pension plan tell ug that it will continue to
rise probably until about 1960,
CHALRMAN DOW: We are a long ways from the peak.

Have any payments been made as yet out of the con-
tributory pension fund?
MR, GILSON: No; because I know of none of thege people
that are in that would be eligible at this time.
CHAIRMAN DOW: So that ieg intact?
MR. GILSON: Yes.
CHAIRMAN DOW: And what 1sg the amount of 1t¥
MR. PERKINS: A little better than $800,000 they have put
in. The State has put in about $80,00C. 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 19%2,
CHAIRMAN DOW: You mean double it or put in an amount double
thelr contribution?
MR, PEREKINS: Whotever the contribution ig, they are
supposed to mateh 1t and put 1t to work at interest.
There le the difference between the $800,000 to the
teachers' credit and the %80,000 put in before 1932 by

the State

MR. GILSON: I have the exact figures here. There has been
4#821,536 donated by the teachers: the State paild up to

Q 88,537. That leaves the State owing that fund a
balance of £73%2,999,

CHAIRMAN DOW: That @800,000 in the kitty isg contributions

plus earnings?



MR, GILLSON: Yes,

CHAIRMAN DOW: But the State oweg that because they wmatch
it from time to time?

MR. GILBON: Yes.

MR. WEBRER: Now, Mr. Perkine, you have the actuarial point
of view, and I think you had some thoughts as to how a
progran, if it were started right away, might be worked out
to take care of this over a period of years,

MR. PERKINS: Obviously you will have to match the con-
tributiong you are goling 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 %732,000
which must be made up. Now that can be gpread over a
period of at least thirty years because in practice you

do not gtand your losg all at once. I mean, for instance,
a man retires and the present value might be %l0,000

you have to pay him, but that does not mean you are

going to lose the $10,000 tomorrow: it means over his
lifetime you are going to have to putbt out $10,000, therefore
there 18 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 §732,000.1f that is
followed, then your fund will be solvent,

MR, GILSON: I think there 1lg, too, the problem of

Bteadily increasing current obligations frowm year to year
on this thing, They were unable to meet that conditlion of
things in 1933, and I think in addition to the back obli-

gatlong now there is atill the current obligation.
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MR. PERKINS: Oh yes, you have got your current obligation.
CHAIRMAN DOW: What is the average current obligation,
would you say?
MR. WEBBER: While he is looking that up, 1T my mathematics
serve me, somewhere around £25,000 a year over the period
you mentioned would about be it.
MR. PERKINS: That wouldn't do it, and I will tell you
why. The %732,000 that is there is a present value. That
is going to earn 1interest and countinue to increasgse, so0
whatever payments you make over thirty years have got
to come back to the present time to get your values right.
If T had my interest book at 3 per cent, I could tell you.
I have got one downstalrs. It will only take a minute
to tell you what that should be.

Of courge there ig one thing about it: you can't
discount it directly at interest, because if any of
these people die before retirement or leave,the State's
liability 18 Jjust out of the pilcture, because they are
handed back Just thelr own fundg, go it ig not fair to
discount it Just at interest: you have got to take into
consideration withdrawals and things of that nature,
Wwhich will bring the amount - that you have to put in down.
It really should be done with a mortality table.
MR. BOUCHER: About $36,000 a year,
MR. PERKINS: I wouldn't want to make an egtimate until

I tried it out.
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MR, PAYSON: Mr. Perkins, I never read that teachers'
contributory pensgion proposition. Is there anything
besides the fact it was a statute which makes 1t necessgary
Tor the state to put in gpeciflcally the game amount that
the teachers put in?
MR. PERKINS: No; that was Jjugt an amendment that was stuck

1

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

MR. PAYSON: Do the teachers' rights 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, plusg their fund

plus interesgt at the time will purchase. In other words,

if they put in $5000 and the State puts in $10,0C0, that
would be usged to pay the pension, just the 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" courge there are no exnenses put in there at all,

MR, PAYSON: Then their rights are vitally bound up in

that proposgitlon?

MR, PERKINS: Definitely.

MR. PAYSON: I wasg wondering -- of course on the other
contributory pension we are not putting in the same

amount that the employee is.

MR, PERKINS: No. Well, actually you should but practically

you wont have to. If I can point this out: You sgee you
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get thelr contributionsg, but suppose one of thege
persons wlthdraws -- and & lot of them do -- or suppose
somebody dies -- that person never gets their check =--
they get what they put in olus interest,
MR. PAYSON: It looks to me like that thing would leave
the teachers sitting awfully pretty, if the State keeps
up its end of 1it, i1f the State has got to match dollar
for dollar every contribution made by teachers, knowing
very well perhaps Tfifteen per cent of those teachers
Wwill never draw a nickel,
MR, PERKINS: That person who gets out of the plan when
he retires he can only get his corresponding share. 1t
1s Jjust like in the new plan, Mr., Payson, where any person
who stays the State will have contributed for that persgon
but wouldn't have contributed for the presgent old teachers.
MR, PAYSON: Actuarily, isn't the fund going to be growing
up too larpge?
MR, PERKINS: That is why in figuring the amount you have
to put in for this accrued liablility we are talking
about you must take into consideration withdrawals
and things like that,
MR. PAYSON: But supposing the State had kept up 1its
part of thig plan, matcning 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, PERKIND: Yeg, they would,
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MR. PAYSON: Because the money they put in for Teacher A,
who never draws a pension, ls there and no one has any
right to it. That doesn't gound any too gound 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.
ME. PERKINS: You mean as to the amount?
MR, PAYBON: Ag to the amount.
MR. PERKINS: There is an actuarlal investigation belng
conducted now which will be done, we hope, by the 15th
of November, and that should give gsome ldeas as to what
the Btate should put up.
MR. PAYSON: 1Ig that investlgation by the same man who
hag been working on it?
MR, PERKING: That is right; Mr. Buck.
MR, PAYBON: Ig he coming down?
MR. GILSON: Noj; 1t is being conducted in New York,
but he wag down last week. We gent the records to the
men 1n New York, and they are dolng the study there.
MR, WEBBER: You found you could do it more inexpensively
there?
MR. GIL3ON: Yes. That was our only hope of meeting
the time llmit too.
(Off record)
MR. GILSON: Tnhat flgure you wanted, we do not nave it
exactly, but 1t is roughly $300,000 annually at the present

time.,



CHAIRMAN DOW: Contributed by the teachers?

MR. GILSQON: Yes,

MR. PAYSON: May I agk just one more question: 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, PERKINS: Yes; and that wlll come out in thie report-’
MR, PAYS0N: Then at the end of thirty years the State
should not match dollar for dollar, if you have caught

up on your accrued.

—t

IR, WEBEER: To boll this down, 1g this true: That there
is to be pald out whatever amount ig required under

the old non-contributory system each year, which is

now a drain on the school fund and which you ag head

of the Department of Education would like to see the
gchool fund relieved from,it.being, asgs you see it, no
part of the educatlional program. SHecond,6 there is whatever
current charge each yvear 1s necegsary, some amount
apparently less than $100,000, to match what the
teachers put in under the contributing Tund, which
presumably nmust be taken care of by some sort of
appropriation. And, third, there is whatever amount

18 determined to be necesgary to put in each year

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

in the neighborhood of $25,000 or #30,000%

MR. PERKINS: Roughly.
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MR, WEBBER: At least it would not be $100,000 anyway?
MR. PERKINS: No.

MR .

-

JEBEER: Now how much did you say, Mr. Gilson, your
school fund is now belng dralned for pensions?

MR, GILSON: In 1941 it was drained $275,420,

MR, WEBBER: Hasg your school fund been drained in other
ways for things that do not geem to be strictly educational?
MR, GILBSON: Well, it has been dralned in this way: Of
course We have had reduced appropriations, the sources

of' income have dried up to some extent and it hag been
reduced that way. Then we have had an increaged drain,
for example, on account of the deorganized terriltories,
unorganized territories have increased. Now we have
about 114 of them in the State which have to be administered
éinrectly out of sgtate approoriatlon, and of course that
reduces the amount allocated to towns and clties. A
number of the items, however, that come out of the

State school appropriation have been reduced over the
past ten years and show a figure lower last year than
they have for previous years. But, generally speaking,
the services which the Btate hasg seen £it to put into

the schools and encourage have lncreased the cost --

the moneys that have to be taken from the school appro-
priation before that money 1s allocated to towns and
citles, for physical education, vocatlonal educatlion, and
gserviceg of that sort, have reduced the amount of the

State appropriation.
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CHAIRMAN DOW: Tes 1t true that some federal subsidized
activities in schools which got them pretty well started,
the federal subgidy has been pretty well reduced, taken
away?
MR, GILSON: Yeg; in gome caseg federal subsldles have
been reduced. In most cases they are a matching proposition,
and as they continue on in some cases the federal
appropriations are reduced somewhat, but I do not think
you would run into a ten or fifteen thousand dollar loss,
however,
MR. PAYS50N: Your loss in approoriation i1s not actually
fallure on the part of the leglslature: 1t l1g reduction in
valuations on the sgtate tax?
MR. GILSON: Yes; there is a reduction in the state in
valuationsg, and there has been shrinkage in incoming tax
on trust companies and savings banks, and also shrinkage
in interesgst on the permanent school fund
CHAIRMAN DOW: Wnat do you get -- three mills?
MR, GILBON: Three and a nalf mills,
MR, PAYSCON: Doegn't the University of Maine go into that?
MR, GILSON: Yes; they also get funds from the same source,
MR, WEBBER: About what is the dralin on the school
fund currently of the o0ld non-contributing plan alone?
MR, GILSON: Thet is the Ffigure I gave you of $275,000,
MR, WEBBER® That ig right, it would all be there.
MR, GILSON: In 193%, when they abandoned the contributory

paymente that was #160,000; now it 1s $275,000., That
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giveg you an ldea of how that i1g growing.
MR, WEBBER: Suppose that could be stabilized at $250,000
and the additlonal as it gradually incresases made up
by addltional appropriation, could the school fund stand
that amount of burden if it didn't increase any more?
MR, GILBON: 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 school fund it means we are going to have to ask
for that much, #275,000, more than we would have to ask
for otherwige to support the schools. That is about
the way it lines up,
MR, WEBEBER: One hand washes the other?
MR, GILBSCON: Yes,
MR, WEBBER: Well I have an idea that we will probably
develop this somewhat further when we get together in
November, and it is possible Fr. Buck's report may
be avallable at that time, Are there any questliong?
CHAIRMAN DOW: TIsn't it true that a certain part of
your expenges this year are going to be considerably
more in gpite of reduced income?
MR, GILSON: We can't help it.
CHAIRMAN DOW: Hven though you don't pay all teachers, you
have to pay some, and you have to buy textbooks and supplies?

MR, GILBON: That ig true; and the gervices whlch the
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btate renders and pays for out of this fund are going
up, becauge of increaged cogt of personnel and suppiles.
MR. PAYSON: I have one question that has nothing to
do with thisg but may be of interest to the committee.
Mr. Perking, isn't part of your state salary paid out
of the appropriation for the Industrial Accldent Commission?
MR, PERKINS: Yes, sir.
MR. PAYSON: Any particular reason for that?
MR, PEREINS: Except we regulate compensation rateg in
the Staﬁe, and we have a girl who works entlirely on the
fund, supervised by myself and Mr, Whitten. Now you
could handle it two ways  That comes out of the general
fund. It looks to me as 1f you were cutting off your
nose to gplite your face.
MR. PAYBON: Ag a sound governmental practice, the work

you do 1ls actually insurance?

MR, PERKIND: That is right.
MR. PAYSON: You are actually dolng insgurance work, and

if the appropriation for your galary were entirely Irom
the insurance department that would be sound practice?
MR, PERKINS: That is exactly where it should be. $2500
comes out from the general fund and $1500 comes out

of the Industrial Accident Commigsion.

MR, PAYSON: The Insurance Commissioner used to sit

with the Industrial Accident Commission on certain cases,

but that 18 not true nov.
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MR, WEBBER*® I am going to have Mr. Perkins stay.
Mr, Gilson, you may leave. You are welcome to stay 1ir
you like, Any other questions of Mr.Gilson before he

leavegs?

MR, WEBBER: Now, Mr. Perkins, will you tell the Committee
of the study that you have made of Btate laws regardliag

1

annulty premium tax and the proposals you have,

MR, PERKINS: Well, I am put in a dual capacity here.
When this thing was brought up 1t wasg thought, as we have
one domestic life insurance company to do with, that

Mr, Irish and his actuary should be here today. It so
hapcens that Mr, Irish is sick and couldn't come, and his
actuary, Mr., Leman, was out of town, They gave me tnelr
views as to how far they are willing to go along without
fighting 1t in the legislature.

When 1 came here I Tound that this gtate had never
taxed annuity premlums, I made a study to see now many
states did, end from the replies 1 got twenty-Tive deflinitely
do.

Now 1 have been connected with insurance cowmpanlesg
for quite a long while ag far as rate structureg are
concerned, and I know it 18 the practice Tor every company
when they are making up their rates to stick in two per
cent for taxeg. They make the sane rate for Maine that

they make for California: there 18 no chanpe whatsoever,
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A life insurance company charges one rate 1in Maine and
charges exactly the same rate in any other state. 5o
I figure the Maine policyholders have been paying and
are now paying an extra two per cent for taxes, because

4t 1s earmarked for taxes and the gtate fund Is not

e

cetting 1t: in other words, they never taxed it., The

)

reasons are that annuities grew up after the lunsurance
business started, and for soclal reasons they have never
been taxed.

Now lasgl year the insurance companies collected
51,699,000 of annuities here in the State. If it had
2ll been taxed at two per cent, that would have been an
increage of nearly $3%4,000 coming into the general fund.

My feeling 1s that not matter whether the companies
are taking losses on annuities or not -- 1 de not think
that is the problem at all -- the fact 1lg they have
bheen charging two per cent for taxedg, and there 1g
no reagon that 1 can sec why they shoudd not pay to
the State of Maine two per cent. That 1e my side of 1t.

The companies' side ig this: They are willing to
2o along on the idea that for any annulty issued on or
after a certalin date,which you gentlemen of the Legislature
may speclfy, any new business written would bhe subject
to the tax, but they do not want to make 1t retroactive,
That 1s, there are a lot of annual premium armmuities

year, and on the renewal business

¢

which are coming up every



they do not want to be taxed 2 per cent, and they

tell me undoubtedly there will be a fight in the Leglg-
lature 1f they are required to do it,

CHAIRMAN DOW: Haven't they charged 2 per cent in that

premium?

MR.PERKING: They have.

The reagon they give 1g that the old annulty rates
are inadequate -- 1 willl agree with them, that they are -
that companies have been taxed for quite a few things -~
the federal government ig goling to get them badly this
year; and also they gay that several years ago they upped
the premium tax anyway ~-- 1 guess that was in 1939 -- it
was bafore my time, bubt you gentlemen probably remember
that -- and, after all, annulties are more or legs of
an investwent, that they have Lo compete with banksg
and therefore they déo not gee vwhy they should be singled

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

willing to o along as far as any new business ls concerned.

Now as far as gingle premlum busglnegs 1ls concerned,

that ieg fine, but I believe in this 51,699,000 that

was collected for the year 1941 there is a lot of annual
premium business, go if you - ..do not: make it retroactive
1 am afraid you would find the 934,000 cub in halfl at
least. 1 have no Tipgures which would indicate to me

oW much Lg annual and how much is single, becausge in

the companies' statements they just file it in one group,

just the total for Maine, never having been taxed on it,

It
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igs the regular company blank whichi akl the states require.
It just says: "CGonsideration for annuities.," 1 don't
know whether that 1g single or annual.
MR, WEBBER: Well, if they were here and made the argument

that you have pregented for them, vhat would your answer

MR, PERKINS: My answer would be simply thig: Although
as an Insurance Department officlal I am interegted in
the solvency of the companies, yet why should Maine be

singled out not to pay a tax when Magsachusetts and New

o

Hampshire 1a8% They have to pay it 1n those two states
and they have had to pay 1t for years. After all, the

firkt commisslon has been pald. Now in life your commisgsions
start on annual premium business at not over twenty per

cent and then they drop right down: on annual business

it 18 usually not over five per cent for the next five

years and after that nothing, with the result they do

not have to pay thelr commissions any longer, that is

thelr flrst-year commlgslions an;way, but on thelr renewal
busginegs the commlsgion has bheen dropped. O0f course that
is taken into consideration in the rate, but, neverthelegs,
in making up that rate there 1g two per cent for taxesg,
Some companieg take ever more than two per cent, I am
taking two because that happens to be our rate when we

tax for insBrance premiums and in general that is what is
used today in figuring the annulty premiums, but delinitely

there was a two per cent 1In there when that rate wasg
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originally figured. You could take the pogition and
say they have been meaking money for years in Malne on
annultles on that feature, that is they have not had
to pay the tax and yet 1t was stuck in there. That of
course was golng into the compan's coffers. I say 1t
gshould go to the Btate, not to the Insurance Department,
but ghould go to the general fund of the 3tate.
MR. WEBBER: They admit, do they, that the two per cent
hag been Tlgured in the rate?
MR, PERKING: They have to do that, becausge I know all
their rate changes since 19%33. There is no question
about that so far as rate structure i1g concerned.
MR, WEBBER: Do what they are really saying is they are
heving kind of hard times and 1t is going to reduce
thelr profit?
MR. PERKINS: VYes; and the Tact thgy look upon annuities
ag more or less a soclal benefit to the Btate: that is
when you come up to get your annunlty there l1s so much
possibly the State wont have to pay 1n old age pensions
and things of that nature.
MR, FPAYSCN: The game thing 1s true of 1ife ingurance,
tan't 17 |
MR, PERKINGS; Well, 1life insurance you have to die to
get 1t, unless you buy an insurance annulty.
MR, PAYSON: Life insurance is a soclial welfare probosition:

if I kick off my family are provided for.



MR. PEREKINS: Yes, you are absolutely right, no doubt
about that.

CHAIRMAN DOW: What they are saying is,"We have got away
with 1t for years and we are now caught."

MR, PERKINS: I am not speaking for all the companies; I
am fust speaking for this company.

CHATIRMAN DOW: Is there a uniformity of rates between
this local company and outside companieg on the game line
of businesg?

MR. PERKINS: No uniformity of rates becauge they use
different tables: the same loading.

CHATIRMAN DOW: Bupposing I ghould buy of this local

one $100,000 of annuity, which I would like to, and should
buy $100,000 from one outside, would the cost be any
cheaper? Could T buy it cheaper than in Maine, between
the Maine company and one outgide?

MR. PERKINS: I would ssy offhand unless you went to
geveral of them that the rate would be the same-

CHAIRMAN DOW: They are not cutting the price any?

MR, PERKINS: No;

b

it 18 not on account of taxes they cut

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

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

CHATRMAN DOW: fThey are not passing that 2 per cent back

to anybody?

MR. PERKTINS: Oh no.

MR, HILDR&ETH: Would thisg tax fall on all insurance companies

or only the one domiciled 1n Maine?
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MR, PERKINS: On all companies doing business in Maine,
Here 18 the list. (Presents 1ligt)
MR.WEBBER: Just take a look at Section 5 of Chapter
13, the last part of it particularly, and tell usg what
effect that has, 1f any, on what we are talking about.
I don't know that there is any particular connection
MR, PERKINS: You see there are two classes of annuities.
The annuitieg I am talking about are 1life annuities
contingent upon a man's 1life, There are other annuities,
and I think what this section 1g probably referring to
1s an annuity where you pay something over & stipulated
period of time, ten or fifteen years, whether the man
lives or not: that 1s the common definition of annulty
ag used in textbooks. The annulties I am talking about
are contingent upon a man's living and not contingent
upon paying over a sgpecified period of time. I think that
is what this refers to, the textbook group, so to speak.
MR. WEBBER® Does thalt create any situation under which
if we were to amend the law to provide for thls annudty
consideration tax that should be amended so as to indicate
the different type of annuity that iLs there intended,
because in each case the word "annuity" alone is used?
MR, PERKINS: That is right.
MR, WEBBER: It would be well to ingert a deflning word
in connection with "amuity?"
MR, PERKINS: That ils right, defining the type of annulties

we are talking about ag far ag taxation.
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MR . BOUCHER: Would thisg affect mubual benefit organizations?
MR.PERKINS: Oh no.
MR, WEBBER: Mr. Perkins and I have more or legs had
the thought that if 1t became advisable or necessary to
ralse some additional revenue for the pension kmx orogran
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, interegstingly enough, the amount that might be
realized, somewhere around #34,000, is not too far removed.,
apprarently, from the amount necessary to liquldate the
arrears on the pension program, and they deem to fall into
somewhat the same pattern.
MR. HILDRETH: Like taking a rabbit out of the hat.
MR. PAYSON: Teking 1t away from one sel of taxpayers to
give to another
MR, WEBEER: No; the insurance companies are goling to
pay 1t and they are nolt pensiloners yet.
MR, PEREKINS: I might say these were developed independently:
no original thought of combinling them at all,
MR. WEBBER: We have gone to the extent of drafting a
short piece of legislatlon for the conslderation of the
Comuittee which would accouwpliskh the necessary result
apparently. It is not necessary to read it. All that
1t 1s necessary to do is to strike out in one place
the words "except #o far as relate to taxation" and
gubstitute the words "including all provisions relating to
H

taxation,' and then in another place adding the words,
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after the word "premiums" the words "and annuity con-

siderationg,”

That is what they are commonly called,

rather than annulty premiumg. And with the possible
addition of putbting a defining word in this place Mr,
Perkins called our attention to. That would accomplish

the desired result and raise about $34,000 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 premiums?

MR. PERKINDS: Well my opinion is -=- this is my own opinion --
seeing that in all premium structures that 2 per cent

wag put in, then it should be made in premiumg collected,
whether the policy wag lssued next year or five years

ago.

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

of going back?

MR. PuRKINS: No; I mean as the premium is collected.

MR. PAYSON: That 1s what I mean, I mean retroactive on

a pollcy issued previously.

MR. PERKINS: When the pemium is¢ paid -- let us say you
put it into effect January lgt of next year and the
premium was collected on January 3rd, I would say no
matter whether that was a policy immedlately issued or

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

company's opinion at all. They say if a policy is lssued
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next year they are willing to go along, but otherwise
than that they would probably give you a fight.

CHAIRMAI DOW: I ghould think the answerywould be that
they could come along or be dragged along: they would
get there. %
-MR. PERKINS: Of course you have got some pretiy big companies
lssulng that stuff: LEquitable, Frudential and Travelers,
and they have got a lot of money.
MR, WEBBER: Would you like to hear off the record the
states that already tax.

(List read off record)
MR, PERKINS: You note that New York 1g consplcuous by
its absence,

(Off record)

MR. POULIN: TIn other words, in states where they are not
taxed it 18 Just giving the insurance companles two
per cent more?
MR, PERKINS: That is right: the premlium is exactly the
same, no difference so far as premium.
MR. POULIN: You are nol taking anything away from the
person who 1is buyling?
MR, PERKINS: No; they are getting that.
CHAIRMAN DOW: They are paying 1t anyhow.
MR. PERKINS: Yes, because a company issulng in New York
hags the same premium in New Hampshire where they are

taxed ag in New York.
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MR, POULIN: And that is because it is all figured up?
MR, PERKINS: That is right: they do not change premium
rates for states.
MR. WEBBER: Are you prepared to discuss briefly these
small changes?
MR. PERKINS: I would be glad to,
MR. WEBBER: Now he has a number of suggested changes in
the insurance law, and he has discugged them with me, and
I suppose the logical thing to do with things like that
is to have the propoged bills come from the Insurance
Department itselfl where 1t 1ls strictly on insurance lawv,
There 1s no objection, T assume, t0 me giving him some
agslstance in the preparation of that, and I think Mr.
Perking thinks it would be helpful if he gstated to the
members of the commlittee in a briefl way why these changes
will be suggested 9o perhnape they wont be gulte so
unfamiliar to you when they do come into the House or
Senate, 1 think perhaps the Tirgt one 18 the mall order
buginesgs so~called,
MR, PERKINS: That has always been a sore spot with usg
because the department hag no Jjurlsdiction over any
uneuthorized company. We get a lot of letters from
difTerent people who are stuck, that 1s they have purchased
some of this mall order business and 1t ls written up
beautifully as far ag the advertlsements are concerned,
but there are always a few hidden phrages in the advertigsement --
1t is usgually not there, 1t is usually in the policy itselfl --

with the result that the maen canncot collect o clalm. 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 ls not,
becauge those companieg come under the jurisdiction of
other states. I have written to commisgioners of other
states, but so far I haven't got very far. There are a
couple of states that have a lot of these companles.

Now there are two states, Virglinia and Michigan, that
nave pagsed what 1ls known ag an uneuthorized insurance law,
Let us bring it down to Maine. I will gay that any
company 1in this state cannot do business in another state
unlegs 1t is authorized to do bhusinesg In that state,
providing that state has a similar law It is what is
known asg the reclprocal law. That isg, 1 this law was
pagased I would not allow a mail order company in Maine
to do businesgs in Virginia, and 1f I got a complaint from
Virginia I would call that Malne company &n and they would
have to show cause why thelir llcense shoula not be revoked,
Now 1f it wag some other state 1 got the complaint from,
South Carolina, which does not have the reciprocal law,
there would be nothing I could do, but as long as the
other gtate hag the recilprocal law I could do somebhing
about 1t.

There hag been 2 lot oi eriticism of the state depart-
ment on that one thing, and that is one thing that has been

put up for federal legislation: the lederal government can
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control 1t but states can't.

I know quite a lot of other states are going to
attempt that this year. It is certalnly a good bill,
and will help people in this gtate, because I then will
be able to get at thesge fly-by-night companies, |

There are a couple of good oneg: one in New York City,
called the Teacherg' Assurance Agsociation, There 1s one
that is good, but for that one you have got fifteen hundred
or two thousand of these other ones that are not worih
a cent, In fact, we tell anybody that comes to the
department if they are going to take insurance to take
it in an authorized company because if anything goes wrong
Wwe can go to the company and find out about 1t, but we
cannot with thege unauthorized companles.

Ag the other stateg start passing these laws -- and
they are goling to -- we are golilng to be in a posgitlon
Hhere we can pollce them:

MR, PAYSON: I do not guite see how that works yet: the
companleg are not in Maine.

MR, PERKINS: Let us say there 1s a company in Virginia,
which hag this law: 1t ig a mall order concern and it
does busginess in Maine, If T have a similar law I will
write the Commissloner of Virginia and say, "You have got
a law on your books which says thalt company can not

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

police 1t." And he hag got to under the statute,
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MR. PAYSON: What about a state that does not have this
law?
MR, PEREINS: I cannot do a thing. In other words, you
have got to get the states to pass this law, Two pssed
it at the last sesslaon, Virginia and Michigan. I know
quite a few other states that are going to try it this
year.,
MR, PAYSON' Do thesge mail order insurance companies
center in certain statea?
MR. PERKINS: es, in several stateg: Illinois is a great
place for them.
MR. PAYSBON: Take Illionis: is there a chance that Illinois,

, Will pags this law?

623

with that profitable bugines
MR. PERKINS: It will have a big fight. Of course I

question whether under the Illinois statutes they are

doing business legally anyway. I do question whether in

Ohio and Illinois,egpecially,you are going to gel this

law pasgsed, or in New York.

MR, PAYBON: And thosge might be states where the fly-by-nights
would be?

MR, PERKINS: That 1g true; there 1s no doubt about that;

I hope they can see their way clear to pass 1t,

MR. POULIN: Whatever the situation might be, it certalnly
would not be detrimehtal to the people of the State of Mainef
MR. PERKINS: No, because it so happensg we have no mall

order companies,
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MR, PAYSON: T wasg just wondering 1f this had any

eflfectiveness.

MR.FPERKLINS: Well, there are csrtaln companies in Virginia
and Michigan. I will force them out of these stateg, and
there will be, as 1 gay, other laws passed thls year.

MR, WEBBER: Isn't part of what you hope -- you and other

EYS

insurance comuigsioners in other sgstates ~- is that thig

will start o progressive movement which may eventually

403

resullt in enough pressure so even reluctant gtates will

MR. PERKINS: Yesgo.
MR, FOULIN: ¢ the law proposged a uniform law?

MR. PREKINS: No, it is not uniform., The one in Viréinia
i1s not even a recilprocal law -- I do not wean Virginia,
I mean Michigan. If 1 had a mall order company working
out. of Michigan, 1 could today, without passing any law,
write to them and gay, "Under your laws you have got

to revoke that company's licenge." Virginia, on the
other hand, hag reciprocal laws, but practically all of
them are goling to be reclprocal lavs.

I have talked with quite a few commlssioners on
that, and they say 1f some other state does not sgee 1t
to do it we are not golng to stick our necks out. o
1t will be a reciprocal law, and tuat ieg why I have with
the help of Mr, Webber, drawn this up: in other words,
wake some other state take the sgame actlon before we

police it for that state,
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MR, WEBEER: The next thing is examinations for life

MELPERKING: Well, in thls state we have gince 1937
qualificationg for agents of all companles except life;
that 1w, they have had to take written examinations in
order Lo do businegs in this State., Life companlies have
not had to do that: they have just turned in thelr money
and requlegition., We feel that the 1life agents ghould
not be glven any privileges that other companies are not
siven. We would like to have every agent qualify in
thig State. All types of insgurance except 1life have

to be qualified, and I can see no reason why 1life should
not bhe. 1 do not understond why they were not included
in the firgst place, but 1 wasn't around,and I can't geem
to find anybody to help me along that line.

CHATREMAN DCW: I can help you, There was a bill in last
winter to allow savings banks to set up life insurance,
and 1if you could see the lobbey sgent down here you would
undersgtand why il didn't go through at that tlume.

MR, PAYSCM: I should think life insurance ought to be
the first of all to be qualified,

MR, PEREKINS: I think that is right: they have more chance
to do harm to policyholderg., You will find the present
agents already in are going to be all for this: it means

it is golng to cut down their competitors,
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MR. PAYSOW: TIen't there a grandfather clauge in there
for men who are now engaged 1n businesgsas agents?
MR, PORKING: Yes. I think you will have to take thoge
in: I do not thirk you could make thig retroactive.

CHAIRMAY DCW: You can pasg your law so much easler that

MR . WEBBER: And there goeg wilth that examination a fee?
MR, PERKINS: That is right.

MR, POULIN:What 18 the exawminatlion fee for casualty?

MR. PEREKINS: Ten dollars for the first time.

MR, PELLETIER: How would that affect the 1life companies
who have guite a turnover of agents?

MR. PERKINS: It might better if they didn't have that

turnover. I do not 1like those agents coming In for a short
time and then stopping, because 1 do not think 1n the
firgt place they know thelr business, and they usually
come on to sell one risk,

CHAIRMAN DOW: Sell thelr relatives

MRL,PERKINS: That 1g Jjust about it: you hit it right on

the head when you gald that. It would be much bettler

for policyholders 1f they didn't have that turnover.

MR, PELLETIER: The reason I brought that up, I have noticed
various companies have a larze turnover of agents in

my sectlon, and when the going gets a llttle tough and
lapsges come you find the agent gets disgusted andd lecaves
the job and they have to get somebody elge, There isg a

continual procegg that way, which 1s probably due to the systen.
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MR.,PERKINB: It is so eagy to get in and get started:
you only have to pay two dollars and start; and they
don't pay the two dollarsg: the coupanies do.
MR. WEBBER: What about the suggestion as to domestilc
life insurance companies?
MR. PERKINS: Well, the next bill that we would like to
see is nolt & quegtlon of chargling anybody any more than
what we are doing now: the only thing is I feel that
the Insurance Department of the 3tate of Malne should
make its own examinatlons in thig State. It so happens
with many of the companieg, especially some of your
domestic mutuala, 1t hag been cusgtomary in past years
to call in forelgn examinersg, with the result those
companies have got socked. Most of tham are muituals, and
they don't have #1500 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. WMany of them,
where 1t 1s a one-man job, Wwe can do it, but where it
1s a two-man Jjob nobody in the department can. I can
go dowWwn and supervise 1t, but I have got to be back
here, and the deputy the game way,

CHATIRMAN DOYW: You mean examine thelr asgsets and llabilities?
MR. PERKINS: That is right; check them to gee whether
that statement 1s correct.

We have the money, but I do not dare touch it for the
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they are now paying shall be used for examining and
auditing of annual Statements. I would like to have the
words added: "and examinatlong required by law." I

will never have to ask the legislature for any more money,
becauge 1t is a separate fund that comesg to the insurance
department, but I wouldn't dare to usé 1t unlesgsthe
legisglature sees fit to add those words.

MR, WEBBER: You have about $13%,000%

MR. PERKINS: About #1%,000 in the fund now, That law
hag not been on so very long, I think since 1939. We
will be getting about 47500 per year into this fund,

That i enough to hire two good examiners, and that bill
I tell you right now you vwont find any opposition to.

In other words, you will find every company in the State
will try to have 1t pass: in fact that 1s something you
are going to take to the companies, you are going to

give them a chance to get just as good examinations

done, but the only feeg we would charge them would be
just traveling expenses, because the salaries will bhe
paild by the department,

CHAIRMAN DOW; They are using thelir own money for theilr own
benefit?

MR. PERKING: That is Jjusgt it.

MR, WEBBER: Let us pass along Lo suggested change on

brokerage .
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MR. PERKINDS: Well, this is a competition situation.
It so haprens that Maine life agents ~-- I will pick
life agents because I think that is the group where it
ig happening -- they will go and sell a policy and also
gell fire and casualty along with it.

The law we have now, I believe 1t was the legislative
intent -~ that is my own @pinion == it was for placing
excess life, If you wers an agen£ and had to insure a
big piece of property for %100,000 for fire and your
company could not handle it, you ghould be allowed to
say your company would only take $25,000 and you should
be allowed to pass the extra £75,000 om; but I do not
think it wasg the intent for a life agent to write that
business through the fire company without belng licensed
and knowing nothing about fire, as is being done today.
MR, WEBBER: In other words, he is using another agent
wvho 1s in the fire business, and he 1is just hrokering
it and knowg nothling about 1t7
MR.PERKINS: That is right; but he does get his commission.
MR . WEBBER: The proposed change there would only permlt
an agent licensed to do a certaln line of writing to

broker with an agent licensed in the same line?%

MR.PERKINS: Yes,

o

MR . PAYSON: What particular section does thalt amend?
MR, PERKINS: Gheapter 60, Section 122,

MR, WEBEER: In a 1little different connection, some of you
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gentlemen will recall that we gaw the brokerage section
stretched line an elastic band on one occagion,

CHAIRMAN DOW: We couldn't find anyone to agree with us
it wasn't right either.
MR. WEBBER: The next suBgested change?
MR. PERKINS: The next one that Mr. Webber hag there deals
with a law that was pasged in the 1941 gession, and
congists of what the Ingsurance Commisgsioner shall do in
cage he has to revoke a company license. It says I have
to determine 1t on or before June lst. Suppose I find
anything that goes wrong 1in June: I have got to wait a
full year before 1 can tackle that company. It so happens
on May let the taxes are payable. There are other laws
that say 1T those taxes are not payable I have to revoke
thelr licenge, I will not find that out, until after a
lot of correspondence, that they actually wont pay 1it,
and I can't do a thing untll next year.

Furthermore, when 1t comes to licensing companies,

I 1licenge them July 1st, If I awm going to find anything

ct

wrong it will probably be in the month of June, and ye
the law sgpecifically says if T don't before June lst. I
am Jjust out of luck.,.

CHAIRMAN DOW: ITen't any date before June lst -- or ig
that a broad interpretation?

MR. PERKINS: You may be Pight: But supposing I examine
a company in July and I find 1t should not do business

in the Btate of Malne, I want to stop 1t from doling business
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right then; I do not want to have to wait.

CHAIRMAM DOW: But 1f you discover it July 5th that is
before June 1st?

MR, PERKINS: Well, not in that year: 1t would be in the
next., But I do not see any reason for any date being
put in there at all, If it ever came up like that, lr.
Dow, I certainly would do it.

CHATRMAN DOW: And let them sqguawk.,

MR, PERKINS: Yes, At the same time, I do not like to
have such & law on the books

CHAIRMAN DOW: It allows too‘many different interpretations,
MR, WEBBER: What 1s the story on moving picturesg?

MR, PERKINS: The thing there 1s we have an arson fund
which we uge for ingpection of public bulildings, and,

as you know, for investigation of fires. 1 have to turn
over backwards to glve moving plcture licenseg under
that. I have to give an operabtor's examination: I am
required to do it. The peopie in the arson divigion do
it, In order to do 1t I have got to glve an inspection
down in Portland on a certain day in order for that man
to give the examination, otherwise I can't taeke 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 ve get through with it, is that they should pay
five dollars for that examlnatlon,which would be used

to cover the cosgt 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
posltion before I am through, I do not like to take it
out of the arson fund.
MR, WEBBER: I think it might interest the committee:
The committee will recall that under the former ingurance
commissioner we found the policy to be to spend the
arson money for anything and everything, defense and
other things that had nothing whatever to do wlth the
purposes of the law, and the result wag that the arson
money was belng gpent freely and the tax was continuing
year after year, although the law contains a provision
that under certaln clircumstances the tax may be stopped'
I think 1t might be of interest for you to learn from
Mr, Perking what the presgent policy of that department
is about the arson fund
MR. PERKINS: Arson money today 1s used Just for two
purposges, and those are within the law: one is for
insvection of public bulildings, or explosgives or inflam-
mables or for invegtigation of arson. We are not at
present buying moving picture machines and things like
that, which has been done in the past, although I will
gay I vant to go on record as meking no criticism of any
of my predecessors: 1 think they had thelr own ldeas
and I think every man ig entitled to them. But I came
in here May lst, and 1 am angwering for the department

after that date. I would never get into any criticism or
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sustain any criticlism of people that have been in there
before me.,

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

be possgible sometlime in the future to suspend the tax?
MR, PERKINS: Yes, sir; within the next two years the tax
Will be guspended for one year: whether it will be this
year or next year, I canit say; it all depends on how
that fund standsg on next May lst and how the emergency
geems to look, but 1f 1t is not next year it definitely
will be the next.

MR. PAYSON: Shouldn't we keep the tax on and give the
money to the school department?

MR.WEBBER: Now Chapter 35, Section 49,

MR, PERKINS: There 1g the one Mr. Dow and I have talked
about, Don't you think that section ---

CHAIRMAN DOW: Should be made clearer, You undergtand,

=

Mr, Perking, as attorney for the town of Norway 1 am

in an embarrassing position, and as chalrman of this
comunittee 1 might not glide in the came groove right

along.

MR, PERKINS: Well, we have what 1g known as the demolition
gectbion, that igs 48 and 49 of Chapter 35, which says

that upon complaint the Insurance Commlssgloner may have
gomebody zo out and look at a plece of property, and, 1if

it 1g not proper 1t will have to be removed, and 1if 1t

ig not removed then we nuslt lssue a demolition order and the



41
property will be torn down and the man wlll be charged
for having it torn down. Now some of you gentlemen are
lawyersg, and you all informed me that you were afraid
that may be unconstitutional, and the Attorney-teneral's
department backs you up, I understand, under weight of
numbers,

CHAIRMAN DOW: Tney agreed with me that morning.
MR. PERKINS: Thgy certalnly did.
MR. PAYSCN: I don't egree: I think it is well within
the police povers, I haven't any doubt of it.
MR. WEBBER: Without right of appeal? Ag T understood it,
Bob tock the pogitlon that the fact that there was no
compensgation provided 1s one of the reasonsg why 1t 1is
uncongtitutional, and 1 cannot agree with that eitner.
I do think, nowever, the fallure to provide appeal may
well make 1t uncongtltublional, and there is no appeal
provided, asg 1 recall.
¥VR. PERKINS: Hig decislon shall be final.
MR, WEBBER: That 1g definitely government by bhureaucracy.
CHAIRMAYN DOW: There is another provislon that is not
clear, just who the person lg that works for him in
making the inspectlon, the Tire warden.
MR. WEBBER: It ig not the statute, it is the fact there
18 no fire wardens

(Off record discussion)

MR. PIRKINS: It so happens, Mr., Payson, until we ran into
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the town of Norway we were getting by with it because
people were complylng with it and doing it, bhut we ran
up agalnst a Tellow in Norway who, I .understand, would
teke 1t to the superior court of the country. |
MR, POULIN: Isn't there something else in thosé tvwo sectlions
regarding notice by reglstered mail?

CHAIRMAN DOW: Yes; but you are placing a whole lot of
authority in one man. When he says a certain building
ghall be torn down he may be wrong: you can't always be
right,

MR. POULIN: How are you supposed to notify the owner
of the building?

MR. PERKINS: In order for it to work, the fire inspector,
who 1s one of the fire wards -~ not all flre wards are
fire 1inspectors, but one of the fire wards l1g fire
inspector, and he is supposed Lo i1ssue the flrst order.
If he does not, a man does not have an appeal at all.
MR. POULIN: What I am talking about particularly is

how 1lg the owner of properity notiflied?

MR. PERKINS: He 1g first notified by the department by
letter,

MR, POULIN: I do not think that is adequate,

MR. WEBBER: You think 1t ought bo be given in hand?

MR, PCULIN: I think it should be sgometulng more then a

(Off record discussion)
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MRL.WEBBER: Now we have got quite a lot to do this
afternoon, go let usg push on,
MR . PERKINS: The only other one I think I have 1g the
dance hall situation. We have rules and regulations for
certaln building inspections and so forth, but we have
no control over dance hallg. Now I think some of the
worgt fire hazards In thig state are your present dance
nalls., Exits are not properly constructed, and lotsof
times, esgpecially around graduatlon time, you gee all
kinds of gtreamers and so forth, and you let one of those
things go up and people would never get out of the dance
hall.
CHAIRMAN DOW: They had a bad case a TeWw years ago out
at Island Park.
MR, PERKINS: And you heve to do only one little thing,
because there was a2 law passed, I think it wag in 1939,
Chapter 192, rulesg sand regulations deallng with inflammables,
which saysg that the departwment, after hearing, will sget
up reagonable rules and regulations on inflammables,
explogives, trangportation of dynamite, so i you Just
add "public dance halls and auditoriums" that would cover it.
CHAIRMAN DOW: Would that include roller skabting rinks?

MR . PERKINS: I think 1t would. T would want to embody

[

all those things.
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BEER: There 14 one other thing, where you are charged

with some authority that should be invested in the Banking
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Commissgioner,
MR.PERKINS: That is licensing of finance companies., Finance
companies have nothing to do ®ith the Insurance Department ;
it 1s purely a banking proposition. We never exaumine
them,; we don't know anything about them. That deals with
the financing of mortgages and things like that. Thet is
far afleld frow me,
MR. WEBBER: I wonder if any member of the comumittee knows
why .
MR, PAYSCN: T don't know, except there 1g an exception
concerning auvtomobile finance companies in the insuragoe
law.
MR. PERKINS: Some automobile Tfinance companlesghave sget
vp a separate corporation, like the GEIC: that is an
insurance company for General Motors.
MR, PAYBON: There 1s a statute which says a finance company
can force a bhorrower Lo take hls insurance and excepts
certain finance cowmpanies from 1t.
MR, PERKINS: That 1s right. That may have been the tie-in,
I don't know, But as far ag the Tinance company itsgelf
1g concerned, I think that ghould be examined by the
Banking Commigsioner, because insurance and banking are
two different things, Jjustax as different as black 1a
from white, They would not accept the method in which
the insurance company makes up 1tes gtatement, and the

insurance company would never accept the banking method.
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The banks make thelrs on an accrual basls: the ingurance
companies do not, they make theirs on a cash basls.
That is why all 1life compenieg have to put in a galn-losg,
to true thelr surplus up at the end of the year., One
is the single-entry bookkeeping system and the other double,
I don't know about banks and the method they work under,
and 1f I get to fooling around with finance companies I
have got to know the banking business, and I don't leel
I should.
MR, PAYSON: I don't know any logical reason why 1t should
be under there.
MR. PERKINS: We don't mind the work of licensing; it
1g Jjust the fact it seems we are dolng somebhing outgide
our nrovince.

(OFf record discussion)





