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Hearing before

COMMITTEE FOR THE PURPOSE OF MAKING A STUDY OF THE
FLHANGIAL ANHD FURCTIONAL ACTIVITIEE OF ATATE
DEPARTHENTS,

Sﬁgt@ House, Augusta, dJuns 12, 1540, 2,30 P,
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INDEX rage.

ELBEHT D, HAYFORD



Augusta, Malne, June 12, 1940, 2.30 P, M,

CHAIRMAN TOMPKINS: Tne Commitites will come to order, Mr,
Hayford, will you bring your chair up here?
(Ruel G, Hanks wae duly sworn as raeporter)

ELBERT D, HAYFORD, having been duly sworn, testifled
as follows:

(By ur, webber)

Q. Mr, Hayford, will you state your full name for the record?
A, Elbert D, Hayford,

Q, And you reside in Augusia?

I reside in Fgrmingdale, near Augusta,

Q. How old are you, Mr, Hayforad?

A, 1 am 67,

@, And you are the former State Auditor?

A, Yes, sir,

Q, Mr, Hayford, when did you first take office as State Auditor?
A, January 30, 1922, ‘

Q. And is that office created by appointment or by election by
the Leglelature?

A, At that time it was an electlve office, the only office

in the State except the Governor whlch wes state-wlde, The term
was two years,

Q. Anpd that, of course, was prlior to the enacting of the CGode?
A, Xes,

Q. How, Mr, Hayford, as I understand 1%, you have asked to

come before this Comidlttee and have ceritsln information that
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you would like to offer, and I suggest,'aﬁ 8 prelimlnary’ that
you begin and offer whatever you have, and then there may be
guegtions on the part of the commlttee and some I may wani to
ask,

A, In the first place, I would like %o say that through ell
of this trouble 1 have the consolation, at least, %o know
that I knew the job was not belng properly done, because the
Code changed the law very materislly,

Under the old law, 1t was provided that the State Auditor
shall audit all of the expenditures that went through the
Treagury, Tnhat 12 sbout the extent of the old law, but it
dld say thet he should examine the Treassurer's accounts, which
we considered to be July 1, the fiscal year, which was changed,
That we were never able to do fully, but we did make a test
check or verifleation, so to speak, of hls cash each month,
and went over the trust funds very carefully, Byt What I meant
when I started was that due to lnsufficlent appropriation and
lack of personnel the department could only auvdit about
twenty-five per cent of the actual statutory demand,

How I would first caell attentlon to that, Of course %the
Code changed the law, broasdened 1% enormously, The administrative
code provided that the fS¢ate Deparitment of Audlt$ should conduct
a continuous post audlt of all the vouchers, records, accounis,
and so ferth, in the Department of Filnenece and all the other

departmente and instltutions of the S8tate, and all 3tate agencles,
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Well, you see how broad that was, That meant everything
in the B¢ate, Thet 1s quite different ffom the old law which
Bald we should audit the ¥ouchers that went through the
Btate Tpoasury, So I immediately saw, when I familiarized
nyself with the Gode, as I did immediately, as well as I could,
that we were not golng to be able to do the work, because
under the old law, where we did the pre-audliting we had 16 in
the offies, Tpat included one resldent audltor at the Unlversity
of Maine and hhs elerk, and 1%t also 1lncluded four who were
engaged in the gasoline tax division, because that was in
the Aydltor's office from 1%e enactment in 1928 on to 1931
when 1% was changed, and, under the provislons of the Code
was cerried into the division of Taxatlon under Mr, Holley,
80, in ths very first report, the first full‘year after the
Code had been enacted, I stated 1ﬁ‘my report, on Page 3, of
the $32-'33 report:
tynile much more work would have been accomplished Af the
office had not made a reduction now toballing 33-1/3% of its
persoansl, 1%t is fully realized that in order to cut expenses
this reduction was necessary,"
Of course you will all bear in mind that was the time of
the bank holiday and the taxpayer's gatrike and people were
not paying thelr taxes, We all felt there had to be a cut
and that there was no speclal point in asking for an increased
appropriation at that time, But I merely called attentlon
to the faet that we could not do all the work that the law
saild we should do, because when the Code was enacted Govarnor
Gardiner celled me upstalrs and sald, "Your office force is

what now?" I sald fifteen, or nineteen, if you count the
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gasoline tax divislion, He sald, "We are golng to transfer
a good part of your help into the Controller's office; they

-wlll ceheck these vouchers and carry on the pre-audlt over there,"

- 8o they cut my force down to seven, That seemed ironieal in

face of the fact the duties were enormously brodened, to ocut
it from fifteen down to seven, or from nlneteenAdown to seven,
1f you tske into conslderation the gasollne tax,

We worked along on that basis for two or three years, and
then in my next report, 1834, I =a%d’

"As stated ln my previous report the department of audit,
through a reduction of its force by about 40%, has had a staff
sufficient to carry on but a emall part of the duties imposed
upon it by statute,®

In the 1834-35 report, the nexit year, I said:

“The present force in the offiee is availlable for gnly
a small part of the auditing which the law requires,®

In my 1835-.36 report, I said:

"As stated in previous reports 1t is impossible, with the
appropriation granted by the Legislature to this department, to
perform but a small part of the audlts required by the above-cited
gtatute,

And I quoted the Code there., Then in the 1836-1937 report
I gaid:

1The &Fpropriation for the state deparitment of audit was
increased $9,000,00 each year by the last Leglslature, so that
a beginning could bs made in the observance of the law requring
an audlt of all the departments of the state government, This
work was begun in July, 1957 with the beglinnlng of the current
fiacal year,®

Now that yesmr, you will redall,'the sales tax was enacted
and went to a vote of the people, It was turned down very
decldedly, and in Cctober the Leglslature was ealled into speclal

gsesslon, and, in order to provide what was considered an adequate
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program for old age assistancg,®r® the various departments had
certaln amounts lopped off thelr appropriations amd wé were
reduced to the extent of $2000 for that year and the next year,
g0 that 1t took part of that $9000 by which they increased
our gppropriation away from us,

One of the things we wanted %o do particularly was to;ﬁﬁﬁit
the automoblle registration bureau, which had not had a complete
audlt for years, We used to do thot years ago, but the great
increase in motor cars and the fact the personnel in the office
did not keep pacd with that, we had to drop it, but we wished
%o take it up agsin on January first, Of course gome of them

reglster in October, but we expected on January lst to begin

agaln, It was hardly practical to start with the year,
but we expeeted to start in 1938, Abso we started, soon after
July 1, %o review the vouchers through the Controller'!s office,
We did not even have the force %o do that., Sinee then we have
reviewed the vouchers from the Gontroller's office and have
continued tokmaka the sudlt of the books and records of the
Sascretary of 8tate, They are getting behind on that work now
down in the office because there is go much of it they cannot
keep up with it, so they are dropping back om 1%, that is they
did before I left and probably even more now because they
have had a good deal more extra work in the office down there,
looking up things on this speeial audit and so on,

How twlce I came before the budget offlcer and the
Committee on Appropriations and Financisl Affalirs and called
$helr attentlen to the fact that we were not doing the auditling
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that the law required., On November 1, 1934 -= %this 1s a copy
of my report to the budget officer whiech of course immedlately
went right along %o the Committee on Appropriations and
Financial Affairs when the Leglslasture convened a couple of
months later:

"At the time of the adoption of the Administrative Code the
force in the Dspartment of Audit was reduced about 404, While
the law provides that the State Auditor® sghall conduct a
contiduous postaudlt of the accounts, bookg, regords and other
evidences of financlal transactions kept 1in the department
of finance or in other &spartments or agenclies of the State
government, 1%t was apparently pnot expested that he would
be required to audit "all billg, invoices, accounts, pay-rolls,
and all other evidences of claims, demands or charges agsainst
the State government' as those dutles were specifically imposed
upon the State fontroller by Article 11, Seetion 10, of the Code,
Such an underiaking is ecertalnly lmpossible with the small
force now available, There are however, o number of lines
that require attention. The fact thet in sbout one hundred
clties and towns where audite have been performed by this
office shortages have developed in over tweniy-five such
placeg, indicates one field where the Legislature might well
consider & further extenelon of auditing. The auditing of the
courts imposing fines for violation of motor wvehicles, fish
and game and sea and shore fisheries laws, averages to
be at leaset one year behind schedule at this time,

“Some $200,000, collected by the six normal schools is
expended by them without sudlt, The Commissloner of Education
has asked the cooperation of the Department in this matter,
but so far the small force avallable has made 1t impossible
to attempt this work in a comprehensive way. A number of
other agenecles awailt a2 time when an increased appropriation and
personnel 1s provided for audlting thew,*

Under Chapter 2, they are permitted 1o colleet that
and expend 1t without $urning 1% into the #Treasurer of State,
It was thoge outside thinge I was trying to pick up, where
I had such a pitifully small force %o do the work,

The Port of Portland Authority collects $50,000 a year,
and, under & speclal statute, keeps 1%t and spends 1%, We audit
that once a year,

These court%s that I have just referred to the law says,

or did in thosge dayg, that they should report and send thelr



money in quarterly, 8Some of those judges had not gads a
report for three years, some of them for two years, We got
after thet and are getting that stralghtened out, I do not
think that ieg 21l up-%to-date yei, but the office is msking progress
on 1%,

We now audit the slx normal schools, at least we are trying
to, but we sre behind on thet work, and Dr, Packard is very
pleased with the conditlon of the normal schools, and I belleve
wlll %ell you they are in better condition from an accounting

standpoint then they have ever been,

Then in 1936 -~ thls went before the Commlttee on Apvropriations-

"In view of the fact thut the laws require far more
auditing than this Department is now able %o perform, with the
force it has, I am this year requesting for each year $8,550,00
in ordsr that a start may be made on the additional audisting
required by the statutes, The law in thls connectlon reads:

'"The department of audlt shall have authorlty: (1) To gerform
a postaudit of ell sccounts and other financial records of
the state government, or any depariment, or agency thereof,
and to report annually on this audli, and at such other tlnes
as the legislature may require: (2) To install accounting
systemg and to perform audlite for cltles, towns and villages,
as required by Chapter b, Sections 978106, of the Revised
Statutes; To serve as a staff agency of the leglslature,
or any of 1%s committees, or to the governor, in makling
investigations of any phase of the state's finances, (Ch,2186,
Article, VI, Sec, 3., Public Laws of 1931),

'I¢ further requires that the state auditor!,....shall
conduect & continuous postaudli of the aeccounts, books, records,
and other evlidences of financlal traunsactiona kept iIn the
department of finsnee, or in the other departments or agencless
of the state government,!

'Due $0 a reduection of the force in the office from 15

to 7, or from 18, counting the gasoline tax division, and a
reductlion of the appropriation from $34,000,00 to $18,000,00, 1%
ls impoesible %o audlt all the records in the department of

fl nance, The work there ig of such magnitude that it would

take almost the entire time of the present forecs on that

phase of work alone,

. YwWe now audit the books of some 40 to B0 cities and towns
each year, install the state uniform system of accounts in about
26 clties and towns, audlt the income of the department of



agricglturs, insurasnce, inland fish and game; the teachers'
retirement assoclation, the six normal schools, the Halne

Foregitry District, the departmental stationery accounts, som

25 academies each year, and some 16 superior courts, 44 munlcipal
gourte and 94 trial Justice courts, which colleet money dus

and payable to the state under the laws relative to motor vehicle
violations, fish and game violatlons and vlolations of the

law perteining to sea and shore fisheries; the bar examiners, board
of optometry, board of reglstration of medicine, board of osteopathy,
commissioners of pharmacy and the dental examlners,

'I% 18 therefore belleved thst an addltional $8,950,00 in
view of the mandate contained in the statute, will not be an
unreasonable request,

"We also feel thet in some of the most urgent cases whers
eomplaints are received of improper pracklces in a town's finanecial
affalre, we ghould have an aprropristion to baek up the present
statutory authorliy in order that we may make en examination of
such complsing,?

That, briefly, is the nutline of the situation and sort
of & historical review of how the Thing gtands on the audit
and the lack of appropriation and personnel ic perform it,

¥ow in Degcember, 1559, in T he first week or sescond week
in that month, when the Governor called for us to check up
the matter of these articles appearing in the Bangoer HNews,

Mr. Douglas, the Chief Auditor in the departmental divieion,

as we call 1t down $here, and I went up and gat down with

2

the Governor and ¥w. Bunnells came in and Hr., Deering We

all talked the mabtier over and the Governor turned to me and
asked 17 I would make a check-up or an examination of the
balance sheet as published by the Gontroller and report to
him asg to its correctness. Well, we %old him that we never
checked the various ltems in that balance sheet, due to the
fact we did not have the help to do it, but we would make an

examinatlion and report to him as well as we could., Between

two and three weeks later we took up the report to him, Tphat



report read:

"Thic is %o certify that this Depariment has examined the
boocks as kept by the Departmeni of Flnange-Buresu of Accounts and
gontrol for the lagt two filsecszl years ended June 30, 1938 and
June 30, 18359, The receipts and ezgpendltures as recorded on the
books of the State heve been checked, and in accordance with
the provisions of Cpapter 216, ?ﬁbl%ﬂ Laws 12351, this Department

reviews all vouchers sovering disbursements, @gﬁy ma jor ivsms
o? revenue are azlso checked by cur audliters,

"A test cheek of tranafere or ascounting adjustmentis
hze been fhade and in every case proper sutnorlty of sush entries
was found,

1411 entrriss te %he Sinking Fund Reserve agcount have been
garefully reviewed and we belleve that the balence of this account
as of June 30, 1938 of $722,379.16 and $185,734,.24 on Jyne 30,
193¢ to @@Y?%@ﬁLV reflect the condition of said aco ount,

"The eighty-ninth Leglslature by spovopriate aetion (Chapter
101, Private and Speecial Laug) authoriged the transfer from the
gurpluf ot Sinking Pund Reserve Agcount of $549,000,00 to cover
antisipated overdrafts in the Health and Welfa?@ Department 4in
the figeal year ended June 30, 1938, Ho higher authoriiy for
this aetion ean be demanded,

Phe books of the State reflieet a balsneed budget for eseh
of the peaet two fiescal years with o Surplus of [386,744,17 for ths
year endsd June 30, 1938 and £12,355,08 for the year ended
June 30, 19394

Thaet was the preliminary of the original report we

fook up to the Governor,

but will you explain what you

L, A test check msans Lo take pertsin items a2t random haere and
there, 1% does neft mean a complete check, nor doss 1% mean

a complete analyels of the agcount, And I notlece in the combing

ﬁi‘s

$hese Tellowe gave our bocks, ten or twelve auditéovs, Tourteen
the tine, for about 2lghty or ninety days, they do
net claim that thelrs 1le any more than & test eheck, and they

say 80 repsatedly; and My, Wilkinson, The other night, bsfore
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$he two brancheg in Conventlon, when I was present, sald it
was & balanee sgheet check or a teet check,

The CGovernor objected to the word "test®, and sald, "It
looks as though you were not dolng your job*, and struek it
out with his peneil, I said that was all it was, He ran
hisg pencil through *major items of revenue are also checked
by our auditors", because that, right on the face of it showed
we didn'y cheek 1t all,

I consulied with M, Douglas, and I sald, "I want to go
ag far as¢ I can with the Governor, but I want %o sign s correct
and honest report, and I do not want to sign anythnlng that 1s
not right,* 0Of course M, Douglas prepared fhe figures and
did most of the work, I heve other $hings down there to do
besides looking over the books, although I kept in %touch
with 1% 211 the time, I said, "Do you think I ean sign that
properly, Mr,Douglast" He sald, "Yes,? Hs sgays now that
he objeeted, OFf courss i1t has been r@parged~t%ﬁme‘that the
Governor trisd to get Mr, Hayes, ithe present 8tate Audibr, to
let him out, let him ge, and perhaps ng fe¢ humen, the same
as the rest of usg posslbly, and that nes tlnetured his mind
gomewhat in regard %o this thing, but h@bagrseﬁ to 1%, I %hink,
I understood he did at any rate, g

And there were several other slight matters, some not at
all important, and some of course, in view of the after disclosures,

have been very lmportant, that the Governor wished changed,



11%

He wanted "The books of the State show no temporary loans
in antleipation of taxes," That is all right, I was

perfeetly willing to sign that, That is true, OFf courge

I am sorry I did sign theat report in ite revised form, Ve
had such confidence 1ln Mr. Runnells, I believed he was
absolutely honest, I knew he carried things with a pretty
high hand around here, but I thought he was honegt, and I

- gigned this statement thai appears in thls report,

How when these shecks whlch Ernst & Ernst aiscovered were
bexing cashed dn the Treasury came up, the Governor andCouneil
called me up there, April 11th, This hsd Jjust come out at
that time, and the Governor called me into his private cfflce
there, and five of Iie councillors were there, He sald, "How
about this cheek for £$3680t" -- Af that is the esmount, and I
believé it was, that Bunnells' department charged the Maine
Unemployment Compensation Commission and wihlcn os never
been accounted for 1 said, "We did not come sasross tThat
check, This was a test cheek and we did not strike i5, I
ail sorry we did not hit that eheck, That is all,” Then
he sal.d, "Hew about the fact which they report here that
thne prineipal checking aecount of the State had not been
reconciled for a long perlod of time? ¥ Well, of course we
knew that, %¥nhe day we Tirst met up there and talked, Mr.
Runnells and Kr., Deering, before we started on that audit,

8o thait the Governor knew that as well as I, knew it a&s well

as Mr, Runnells knew 1%, knew 1t as well as Mr, Deering knew it,
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And the Governor shoved the prepared letter on his letterhead,
the department letterhead, across the table to me and sald,
"You are prepared to sign your resignationt" I saild, "Well,
thls 1s rather a sudden thing and I want to think 1t over until
tomorrow morning," He sald, "No, no, you will have no
opportunity to think this over, 1t 1s elther now or have the
Legislature assemble for 1lmpeachment proceedings." Of course
1t ran through my mind that the Constitutlon provides for
three branches of governmeni, leglslative, executive and Judiclal,
nelther of which shall encroach upon the powers of the other,
and I gald, "Well, I am a leglslative offlcer, I could not
slgn that anyhow, because 1t is directed to you as head of
the executive department." He sald, "What do you meant"
iwell, I sald, #the law says ln case of vacancy in the office
of State Auditor the Preslidsnt of the Senate shall appoint
an auditor for the remainder of the term, and i1f I should
reslgn and that was directied to Hon, Sumner Sewall, Presldent
of the Senate, I suppose I could sign i1t, but I cannot sign g%
to you," He sald, "There is nothing to that at all, 1t isg
purely an executlve and adainistrative matter,? "Well," I
sald, "I would llke to think it over until tomorrow porning,"
“No, no,"he said, "¥ou can's think 1%t over until tomorrow
moraing, !

0f course I was the first one to be called in on this

and 1t sort of hif me, Mr. Smlth had a chance to consult counsel
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and get his feet braced for a whole week before fthey asked
him %o resign, I was much dlsheartened and chagrined, only
being able to do twenty-five per cent of the work requlred
of my department, but the maln point 1g that the Governor and
Counecil says one may retire on half pay with a good record., I
sald to myself, if this spolls my record, that ie too bad, but
I cannot afford to antagonize these men because they are the
ones that retire at half pay, and it is optional with them
entirely, 80 I thought of another thing., I have a large
family and I put my money into getting my children though
high school, I got a rather late start in life with my family
of seven children, and I haven'¢ got the money %o go out and
hire an attorney to fight the case for me, Apd, in view of
all the clrcumstances, I finally seld to the Governor, "Pasg
it over to me', and I signed it, and that is the story of my
resignation,
Q. (By Mr. %ebber) Are you retired on half pay, Mr, Hayford?
A, Ho, I am not,
Q. dust an out and out resignation?
A, There has been nothing done sbout it,
Q. As you undergtand 1%, is 1%t not in a state of abeyance
at% the present time, where the door is still open?
A, BEntirsly in a state of absyance, as I understand 1%, at
the present time, Several people have approached the Governor,
not at my bshest-- I haven'¢ asked anybody to go and sée nim =-
but I know one who went to see him and gquestioned him about

this and came and to0ld me about 1% and sald he had asked the
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Governor if I could not at least have the retirement pay. He
s8aid he would have nothing more %o do with 1%, he didn't
intend to take any action in regard %o 1%, 1f anything waes
done 1%t would have to be by act of the Leglslature, Tpat is
the latest word I have on 1%, and that is the way the matter
atands now,
Q. Mr, Hayford, wnat Ald you do before you came with the Stats?
A, I practiced law four years 1in Portland back in 3801, 1902,
1903 and 1804, doing falrly well, and my wife had o fallure in
health and the doctor sald she could not llve near the ges, and
we made & change and came up here, and I gobt in one of the
departments, That was the first Mrs, Hayford; she is not
living now, Tpat was thirty-elght years ago or something like
that, And I got a position d¥¥th the Board of State Assessors
on describing the timberlands by lots, That took me 1nto
the ®ight timberland counties, and I prepared the most of
the descriptions that now appear in Mr, Holley's report,
%efére that was prepared, they had some townshlps and if there
wag seven or elghi bhousand acres of waAter in a township, the law
says the B8tate has control of great ponds, and the timberland
owner gould come in and pay on Just the acreags there, because
it was all flgured up on thrse or four dollars an aere, and
the ftate Treasurer would offer for sale and sell that surplus

that the $tax wasn'y pald on, and 1% really ran into qulite a
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scandal back in 1904-05, because a men eame here from Hew
¥York State and bought thirty or fodrty thousand acres of
that land which it turned out wasn'y properly described, 1%
was Jjust about Hhe eame as 17 1 deeded you & house lot in
Augusta but dldn'; say which side of the river it was on. That
started the Leglslature toward looking this up, so I did some
conveyanees and spent some two years on 1%, Then the offiece
of State Audltor was created by the Leglslature in 1907, Wr,
Charles T, Hatch was the first gtate Auditor, and I went
with him and have been 1n there sinee, with the exception of
two years, 1915 and 1916, when I was not in the employ of
the State,

&, You are s certified public accountant?

A, Hg, I am not a certifised public accountant, in fact none
of the men in my office are, except now Mp, Hayes, the head
of the department, 1s a certified publlic accountant,

@. Does the Qode provide the State Audltor shall be

a certified public accountanty

A, 1t asys he shsll be 2 certified public accountant or one--
G, W"Or shall have satlisfactory experience as an Auditor

of public acecounte®?

A Yes

Q, Your staff was eut down %o seven, and 1% continued at
sevan, When you got an increase in appropriation were you
able %o increase the staff?

A, Oh yes, we bullt up the staffl,

&, How many did youw inersase 11t to?
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A, Ve put on several, . I do net have the figures here now,
but we Aid not bulld our staff up very much until thisg law
wag passed relative to compulsory audlt of cities, towns,
and ecunties, and then we bulli our s%aff up unbtil we had
eight men in this division, eight fleld men, and ¥p, Crawford
in the office, one on the counties and the others do mostly
the municlpal work,
G, That is, you had one man working on audits of sounty
affalre?
A, On audite of county affairae,
Q. And sbout elght men working on audiits of municlipal affsime?
A, Tnat is right,
Q, But none of those were C.P.A.'8%
A, That is right, none of them were C.P.A,.'s,
Qe You hired all fhose peopls yourselfy
A, HWell, back along at first I 4id, Ve selscied them
oursslves, 1 left Mr. éyaﬁfora %0 do & good deal of 1% in
recent years, because he was more familiar with 1%t than I,
and I deferred a good deal to his Judgment, eand I think he
gelected some very competeni men, some very good ones,
&. Wnat is the present staffk in that office, if you know?
A, Tnpere are, @s I a2y, eight or nine workling on the
runlclpal dlvision, wihich includesg one man on the countles, and
that leads Just two down fthers $o do all the auditing of the

BE+ate on revenus, Of course we have twe men in there who are
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who are checking the automobile registratlon bureau, the
various branches and the home office here,
Q. They do that all the tlme?
A, They follow that part éf the time, They find enough time
to review the vouchers that go through the Controller's aﬁice,
look at those two or three times a week, gather uwp a lot of
those, run over them and examins them, If you take out the
municipal division, that leaves Just four down there to do
all the auditing in the State of revenue,
Q. Have any people bsen added to the department since you
left, do you knowt?
A, Well, the present S¢ate Auditor sald he wouldn'y undertake
the responsibllity unless the appropriatlion was increased
$30,000 for this coming flscal year and BARYRER seventeen
additional suditors were assigned te it, to‘dn the work  He
wrote o communlcatlon like that to the Governor and Councll and
said 1f they were not forthcoming %hat they could consider
hig resignation as in thelr hands,
Q. Apd that, of course, is entlrely apart and in addition
o0 the independent outside audit?
A, BEntirely additional to that, to the municipal division which
is doing thie other work,
Q. Apd I belleve you sald that you understood that even now
$hey were falling behind on thelr routine work as regquired
by the Cods?
A, I,deed they are; they are falllng behind on the courts, way
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behind on the normal schools thie year,
Q. Where did you gef that information Irom?
A, Thet heppened before I left the office, and I know 1%
must be worse now, becsuse the demands of this audit of Ernst &
Ernst of course hss taken a great desl of time of the men down
there in checking up on thess different things, so I knchthsy
are further behind now then when I left the 11l%h of April,
Q, Have you an/estimate as to how large a staff and how big
an appropristion is sbsclutely et 2 minimum required to do
the work impoeed by the Code?
A, Well, Mp,Douglas, who has an excellent idea of the office
and the whole lay-out, because ne was with me when we did
the presudit and has remained with the office since, made a
very careful survsey, and no doubt a copy of that would be
avallable to you 1f you callsd for 1%, in which he stated

that after going over it very carefully that

18 would require
geventeen additlonal auditors %o do the work imposed by the
statute,

Q. Which would make a total of how many?

A, Well, seventeen and eight, twenity-slx, and then there are
two eorking on the automoblle registration books and reviewing
the vouchers, there is ftwenty-geven, and then we have three
stenographsreg and typlste, Thet would be thirty people in
the office,

&, Anpd how blg an sppropriation is estimated for & minimumy
A, He agked for $30,000, said it couldn't be done for less,
but I note that the Legislature me@e 1% 27,000 for this

coming fiscal year,
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B, Apd your last appropriation wae hdw much?
A, Tye last appropriation was $20,000 for the department,
CHAIRMAN TOWPKINS® Pardon me, but T think that apprepriztion
of the present speciasl session mas in additlon %o the regular
appropriation,
A, That was in eddition to the regular appropriation, ir.Chalrman,
yas, Let me explain something there, because we mustn'i get
this mixed up, The law redquires that the countlies and the towns
shall pay for the audlts conducted there, so we bill the
counties and the towns for our munielpal division work, Our
munlicipal men sometimes do other work, for instance, %t hey are
travelling over the State and one of them will be way up in
Arocostook Qounty and we have him go and do $Bnormal sechool
whble he 1g up there,
Q. (By Mr., Webber) B,t of course the a propriation always
takes thig probable reimbursement inte aecount?
A, Xes,
Q. So am I correct in saying it i8 now estimatsed that somewhere
around $57,000 a year is nacegsary?
A, Well, T don's know just what the reeeipts are this year,
I looked $hat up quite a while ago gn the muniecipal division,
but that runs as high sometimss as $15,000 or 818,000 a year, and
probably will run asg highlas that this year, but of eourse thait
i3 all in that division and cannot be used for others, I say
it would be used, but Lt is all put into the same appropriation
and we can use gome of 1t, I looked this up pretty carefully
not long ago, and I found in the last four years we averaged to

lapse $1500 a year, which I think, as I figured 1%, is only about
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five per cent of the appropriation, 8o we wers running prettiy
falrly close, and of course we did not lntend to overdraw. Thers
1s a statute which eays that one who overdraws hils apyropriation
1s liable for the overdraft, I have never known of anyone
to be tackled under that staute, but I have always been garsful
to see my appropriation did not overrun,

Q. Mpr., Hayford, this is partly for my own benefit: Can you
give us an 1dea of what you personally did, how you personally
employed your time?

CHAIRMAN TOWMPKINS: Pardon me, M;, Attorney, but I would like
to get this question answered: The amount of money at the
dispogal of the Départment of Au@lt, including the amount of
money they recelved from the towns.

Q. (By Mp.Webber) Let us see, Xou gave a figure of how much
as possible return from the towns?

A, Oh, probably elghteen or twenty thousand a year, That 1s
all in the municipal dlvision, and then $20,000 for the
auditing., There is something like 440,000, Xou see this
present audltor wont undertake it unless he gets $30,000 more,
Q, More than what?

A. Myre than all of that, 1n addltion, entlirely outside of
these figures I nemed, He wont undertake the work unless he
gets seventeen more auditore and $30,000 afiditional to what
his department has had,

Q. Meaning a total of 70,000 a year?
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A, Yes, if you figure the municipal division as gattlng
about $20,000,
MK, WEBBER® Does that answer your question?
CHAIRMAN TOMPKINS: That answers 1%,
Q, (By Mr,Webber) Now to resume, Mp, Hayford, can you give
ug an idea of about what you did, how you employed your time,
what you charged yourself with personally?
A, What I 4id personally?
Q. Yes,
A, Why, I always handled the report, the annual report. There
was quite a bit to that, I looked after that and prepared a
good deal of the figures, I handled quite a bit of the
ecorrespondence, Tpe last three or four or five years I have
been quite active as Secretary of the Emergency Munlcipal
Finance Board of which My, Holley is Chalrman and Mr, Smith
1g the other member, We have had many meetlngs of that and that
hae taken a good deal of my time,
Q. Right on that, Hr, Witness, did that Jjob descend on ymu?t
A, Tnat is a legacy of the speclal session in 1933, At ‘
that time there wae a taxpayers' strike, so to speak, and we
didn'¢ know whether we were golng %o collect the 8tate tax
or not, and the flexibility bill was passed, so that the Statd
might use any funds they could get from any source, whether
allocated to the Highway or other sources, 1t was passed go
the State could keep functidning 1f necessary. That situstion
developed as a result of that,
@, The bill made you ex officio & member of that committse?

A, Bx officio a member of that board,
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Q, You have mentloned making the report, the correspondence
and the Emergency Munlcipal Finance Board, Wnhat other thinga?
A, Well, I always checked the trust funds and the bonds,
examined each one to see whether the coupons had been detached
that were properly to be detache‘d and made a report of that
to the Governor and Qouncil and sent & copy of that report
in to the Treasurer of 8tate., Then there was the Farm Lands
Loan Commlsslon, that was the result of an act passed in 1917,
It aeems‘ at that time that the truet funds, known as the
Rgserve Land Fund, which for many years had not been in
existence upon the books of the State except as a law, Perhaps
I eould explain»th&t a little,

I do not mean anybody sgtole the money, but they merely
mingled 1t with thelr other funds, This dates back to 1832 -- 108
vears, 1f I remember correctly, In a few years the State
would come to and find it didn'4 have thie money, but that
was one of the things that I inslsted on for years, 1 was
a volee erying in the wilderness, because no one seemed to
pay any attentlon to 1% or thought that the State should
restore 1ts trust funds, PFlnally, in 1929, Governor Gardiner
called on me for a report and I made a report on the trust
funds and the necegslty, ag I saw 1%, for thelr restoration,
and a provision was passed that year =- Chapter 189 of the Laws
of 1929 -- by which a certain amount of the collateral inherltance

taxes was to be set aslde for restoration of these trust funds
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until such time as they were restored, That was a very fine
thing, and those trust funds were set up in the sume of
two and a half or three million dollars, snd then, of course,
about the time we got them set up and going good this bank
holiday ecame along and a lot of these trust funde were in
banks that closed thelr doors, and some dldn'yg open agaln and
gsome were reorganized and some of the money was lost, but I
think there has been & pay-off of about sixty-three per cent,
if I remember rightly, in those trust funds which were in
closed banke, which isn'y so bad, with more to come of course,
It is etlill coming along,

Q. Do you know whether it ie any part of anyone'!s duty to
check on the legality of the bonds held in the trust fund
account? |

A, Well, we tried to check on the legallity of them, HNow

the Reserve Land Pund, for instance, where I was Secretary

of the Pgrm Loan Commisslon, we were quite restricted there;
we cbuld only inveet in United States bonds, bonds of thig
State and bonds of the municipalities of Maine, or in firet
mortgage loans on approved agirlcultural lands, Well, the
State made some loans under that out of this fund, and as you
may all well know, some of them didn'yg turn out very well,

Of course a lot of them have been pald off, but I think

they still have about 150 of those trust fund loans down there
and the State has aceumulated around B0 farms, Once 1ln a
while we sell one, but a good many times we do not get more
than half what the State had as an investment 1in 1%,

@, Who takes care of selling those farms?
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A, We have a man, by the name of J. J., Harwood, of this
elty. I never felt theb 1% was a job that required a full-time
man, bscause 1t would be too expensive., This iy, Harwood, who
drives a aschool bus in the school months, goes out onece in
a while, week-ends or holidays and looks up some of these places,
and in the summer he can do & 1little repairing on some of thess
buildings and look after some that have the most crylng need
for repelr, 8o we saved, in thsat way, putting a man on all
the tlume,
8, Wno determined the priceg when sales wers made?
A, I would go to the Commission and get & vote., <+hat Commission
is composed of the Governor as Chalrman, who 18 a busy mean,
and does not always get %o the meeting, but he sémetimes site
with ue, The members of that Commisslion are My, Prank T,
Washburn, Commissimer of Agriculture, Dr, Packard, Commlssion
of Education, the theery-baing those Heggerve Land trust funds
draw interest and that goes to educatlion -- I suppose that 1le
the ides he was on it -- and the Foregt Commiesioner,bhe maﬁ
who has charge of the public lands of the State of Malne
and the S8tate Auditor as secretary, There were flve on thay
board, and of course we held frequent meetings and passed
on the gale price of those places, Of course ¥f we eouldan' »
get what the 8tate had in 1% we would take less and get
what we could out of 4%, A lot of farms down there I expect
will have to be priced down a lot more than they are today

to get purchasérsa,
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Q. Did the act creating the Commisslon give them authority
to gell snd glve deeds on mortgaged property foreclosed?
A, Yes, gave them authority to fareclose, and, as I understand
1%, to sell, That is as I understand the law,
Q. <ou might be able to enlighten me on this, Mr, Hayford: I
understand that 1t was possible and did happen that we would
gay a certain municipal court would send a eheck payable to
the State Treasurer and when the check came back 1t would
be noted that it had been endorsed by the Highway Commission,
How was such a thing possible?
A, From the courts?
Q. From the munleipal court, mailed to the Btate Treasury and
endorsed by the State Highway Commission
A, It should not be allow&d to go through like that, Of
course back years ago when we flrsi began or when I first had
anything to do with the auditing of the courts, the Highway
Gommission apgroached me -- this must have been as far back
as 1926 -- and said here is an auditing proposition, we think
you ehould mudit these oourts, we don'4 get reports from
these judges, #Well," I sald, "I have authorlity to audit what
goes to the Treasury under that old law, but I doubt very
muc b my authority %o go out and auditrthe reports,® Well,
they employed somsbody over there to do 4%, got a council
order and kad@ put somebody on over there, After two or thres
years somebody picked 1%t up snd eald, *What 1s this fellow doing

over here?® They sald, "He &¥s an audltor and is auditing the
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courts,” MHaven'g we got a 8tate Auditor?® “les", 8o
it wag Just brought to my attention, I eaild there may be
gome doubt as %o whebther I have legal authority %c do 1t, but
if they want me to do 1t I wlll agsume 4%. 8o we %took 1t over,
and from thét time on have endeavored %o do 1%, 1 guess they
are way behind on 1t now, but we endsavored to keep up s8ll those
gourts, Tpe money flows dlrectly inte the general highway fund,
coming in there from fines imposed for motor vehicle violationas,
and is credlted back to that fund, and it might be thai is how
the Highway Commlisslon got that endorsement on therep if
there was & fine where a State Highway Pollice officer made the
arrest or condueted the prosecution, then 1t became Highwsay
money, and I assume that those were some of the ehecks that
got endorsed #3tate Highway Commigslon,*

I have often thought 1f there was one department around
here charged with the eollection of all State revenue and
S8tate bills it would be much better, MNow I notlee EBErnst & Ernst
made gome criticism of our own depariment down there besecause
we collected from cities and towns, I will tell you how that
cane about, The law says that where we do an audlt in a city
or fown we shall oharge 1t to the town or city and shall issue
a warrant end transmit it to the treasurer of State, asking
him to charge that wp to that town and colleet 1%, just the
game as gtate taxes, Well, we used to prepare those regularly
and send them in tthere %o Mr. Winship, A cheek would come
in there, and sometimes he would write or come in and asgk the
8tate Audltor about that, or he would bring the check in and

lay it on our desk, That 1e the way the thing was handled,
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Q. {(By Mp,Webber) Whose duty was it to recoencile the
prineipal asetive bank asccount? Whose regponsibllity was that?
A, That was left wlth the Controller, The Controller was
determined thet they were going to do thet under the new set-up
of the Code, because they had these sorting machines which
gorted by electrical contact, and thsy ceould run them through
there at ¥4HR four hundred a minute and they were going to get
anything they wanted, There were ghout 80 columns on those
things, and they had perforations there so they could get
any breakdown they wanbted %o, so they could separate the banks
without picking them out, Just run them through that machine
and they would ell drop into the proper slot, and he was
sure %that he sould reconcile them by machinery, But I think
the reason that it failed -- and 1t did falil for a number of
Years to accomplish the result desired -- was that the checks
were mutilated, ¥ou can readily s=zee az cheek sent here from
the Highway Commission way up to Madawaska, carrlied out by
some road Toreman and given %o a men, and he folds 1% up and
puts it in his pocketbook, and he carries 1% around and sweats
on it until Saturday night and goes down the store and $ries
to cash 1%, that check wasn'y of uniform size, 1%t had aswollen,
and onece they got out of shape they never could be sumoothed
out with all the ironing you could do to them, and when
they started runnlng through that machine at four hundred g
minute they would cateh on there and it would tear them to
pleces, not only that §h@cg but 1% would mutilate five or gix
checks right behind it The result was they couldn't do 1%,

but Mpy,Runnells wae determined to do 1t and kept trying, Finally,
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they put %rs.vFlgher, who i8 a very good accountant, to work on
thet, and she followed that for several yesre and she did
finally get on apuroximate balance, It was out, 1t is true,
but Ernst & Ernst seld they couldn'y find that difference, They
checked on 1% until they were moet blind, and they finslly gavs
up and said, "I¢ is not very often we find anything we canit do,
but we don'y see how we ean do this, because some of these
checks have been torm up apperently and lost and the fragments
never gathered together and patched up.” They just couldn'y do 14,
But since December 31, 1938 they have come out to the sams
-anmount esch month,

Q, The bank showed & larger balsnce than the State by the
game amount each year?y
A, Yes, $17,000 or something like that, I am glad you
mentioned that beeause thet is one of the things the Governor
spoke of , OF course, as I sald before, he knew about

%t because we discussed that in hls office, but that 1is one
of the things that Ernst & Ernst coriticlsed and sald this
condition was known %o the State Gontroller, and was known %o
the Treasurer's office and known to the State Auditor, They
dldn's say it was known to the Governor, but i was %oo,
GHAIRMAN TOMPKINS: Gouldn'y that difference be accounted for
in whole or in part by the fact thet many chscks might never
have been cashed thai were sent out?
A, Yeg, thet is true., Where you are igsulng 900,000 checks
a year -— and I belleve that ie what is going through now <-
probably quite a number of cshecks are not cashed in the coures

of a year,
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Q. (By Mr.Webber) My, Hayford, does the machinery still give
the same trouble that 1t alwaye has?
A, 8o far as I know,
Q, Tne problem stlll exlsts Jjust the same?
A, I think it st1ll exlsts down thers, perhaps not so had as
1% used %o be, I am under the impression that finally checks
that didn't look as if they would run through the machine, they
made a duplicate and marked it "Vold", with the sams perforations,
and run 1t through, Of course that took a lot of extra time,
but I think they have been dolng much better on that since
December 31, 1938,
Q, My, Hayford, I am sure you appreclate the purpose of
this commlttee and what the committee ls trying to do and get
at, Could you tell us at this time of any irregularitises or
laxities that you have plcked up in one way or another that
have come to your attention? I would say I do not care if
they have come second-handed, 1f they come from a reliable
source, @an you state afly of those instancesg, with particular
connection, first, to the Highway Department?
A, Mo, not with the Highway, I don't know as I ean say so wilth
the Highway Ddpartment, because, as I sald a while ago, they
spend half the money of the S8tate, and where we only had
twenty-Five per cent enough help to do 1t we would only have
half enough help to do the Highway properly, as I flgured 1t’

go we never audlted the Highway Department,
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There 1s a Federal audlitor there, Mr. Fallon, and as far
ags I know he has been there sinece 1928, checking on that,
Q. He isg representing the United States Government?
A, Mp, Fallon, I don'y know jJust what he does check down there,
but he represents the Federal government,
Q. How do you spell his namey
A, I think it 1s Fallon,
Q, That is because of Federsl Ald to highways?
A, Yeg, that is on account of Federal Aid to highways,
I struck things in ébher departments, I remember “p,
Noon wgs asking me about this one day since I left the office,
and Mr, Ingalls, A man down thére in the Controller's offlce
nemed Harold R,Adams, -- Mr. Douglas brought %o my attentlon
sometime last fall, 1if I rémember correctly, two vouchers --
they mbgzht have been palid a month apart or iwo weeks apart,
as I reeall it now, sgomething like that, -- for a lot of
overtime, He did a lot of work across the river, filing
vouchers in one of these old arsenal bulldings across the river,
I told Mr.Douglas that was not right, thers was no council
order fér it, I sald I 4id not think it was right, and I
was going to speak %o Mr, Runnells about 1% the Tirst time
I got an opportunlty, 8o I saw him that day, I think, or the
next dsy, and spoke to him about this big blll for overtime,
He had 1t all carefully lined out, working Bsturday afternoons,
posgibly, or Sunday, and evenings from seven to nine, seven
to elsven, or gomsthing like that, a lsrge amount in there, I
said, "Thers is no council order on that and I do not think
1% 1s projer." He sald, "It is all finished now, he has go%

all through with 4t anyway." 8o I think, so far as I know,
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that stopped right there., I do not think there were any more
bills for overtime., HNons were ever called to my attention agaln,

O¢ course I have been a good deal bothered down there by
the fact that thing@,ﬁare going through perhaps more easily,
and it 1s a symptom from the Federal Government down through,
that expenditures are easier than they were ten or a dozen
years ago, and I felt there were qulite a number of things
that were going through that were not just what we used to
conglder proper, I will $ry to explaln,

There are gome® things that are a matber of policy, A&s
I slways looked at it, the Governor and Council are thé
policy-fixing board for the State, Years ago we used to be
very careful not to permit sayone to travel from his home %o
the State House and charge that to the State. It was 2ll right
for a State officer to start and go to his place of business
and wherever he had to go in the State and back to the State House,
but if he went home for a week-end or a hollday that was his
own concern and he must pay for it. But a few years agoc the
Governor and Gounecll assigned these department heads cars, a
- lot of them, Well, that matter was easlily broken down -- yu
can seée how 1% would -- and they drove Just when they wanted
to themselves, 8o quite a number ofl department heads around
here would take a ear and drive up to their homes, ssme%im@s
in a distant part of the State and sometimesg notl so far, but
would use 1t apparently, as it looked, Just as if 1%t was their

owWn car.



32
You ses there were many things like that which are a
matter of policy, and the policy-fixing board, which is the
Governor ard Council, tried %o ge®t those things looked after
by Couneil Orders back in those days, but somehow there doesgn'y
seem to be sgo much of that now, I know I took up
qulte & number of things with the Governor, Mr, Douglaeg and
I went up and placed some matters before him, The law says
that anything that does not look Jjust right we shall take
it up %o the Governor, and 1f 1t looks like an illegal
transactidn, out and out illsgel 6 ws ghall refer Lt %o both
the Governor and the Afttorney-General, 8o we went and took
up sgome of those thiﬂgg wi.th the Governor, He didn'+ respond
very well to 4%, and he seemed to think they were a1l right,
in fact I think he used the word that they were that they
were "pleayune', so we went out and we felt thers was not
much use to go baek there agaln with thet kind of an erpenditurea
Then of course there 1s this matier of advances from

the Treasury that has long been a source of bother, I don'y
know that the S4ate ever lost any money, or very little down
there, I seem to remember one tweniy-dollar coupon clipped
some years ago and'they coukh'y find 1% down there, I haven'gy
any doubt it was blown off the desk or fell into & waste-baske§,
1t wae carried asc a casgh item for a while and finally ths
gGovernor and Jouncil passed a council order and cieaneé i% up,

A few years ago a counclllor died in office, and he
had a 1little expense aboount of thirty or forty deollars, and
they finally cleaned that up, I don'y recall the State ever
lost any money on those advances, but% that ig not good business,

I have tried to stay away from 1%, although I have had sonme
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advances myself and %tried to take them up falrly prompily.
Q. We would like %o know what the nature of those advances were,

A, Well, they would be called ¥for expenses® but sometimes

’
they would arift along a good while before they were taken wup,

Q. Well, actually, it was usually = matter of a man getiing

s little short and peeding some ready money? That is the

real truth of 1%7

A, It looked 1like that a good many tinmes,

Q. Who 814 people gpeak to to get these advances?

A, I thought there was a councll order -- I was 109E1ng the
other day in the office down&ta&rs to see, 1% is my recollsction
that the Governor and Council passed an order that the Controller
should sgee %o all those advances, I know 1% has been the custonm
for years that o0 one could get an advance down there fron

the Treasury unless My, Bunnells okeyed it across the corner,

or, in his absence, Miss Kelley, his Chlef Clerk or Secretary,

Q, Who were those gdvances made %to?

A, They were made to various State employees and offlcers who
would prohably be called away from the State House to go
gomewhsre on officlal business and dldp't have very much

money with them -- that was the theory -- and they would go

ahead and bring in thelr expensge aceount later, They were
figured as cash iteme in the Treasury untll they were cleaned

wp., It never looked very good %o me,

CHAIRMAYN TOMPKINS: Who were they?

A, I had some in there myself, but I generally took them up
preity promptly,

6, Who were they mostly?

A, As I recall, some of the Governor's counecillors, Mr, Fernandez’
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and I remember one of the Governor's was in there a while:
I think that was put in there when he was Secretary‘of Stéte.
That was only $100, but I spoke to My, Runnells and alsc %o
Mr, Owen abmut 1%. He sald, "We wlll see to 1%", but 1%
never was taken care of whlle he was Secretary of State, and
I think 1%t worked out through the contingent fund of the Governor
and Counell, last July.
CHAIRMAN TOMFKINS: By an executive orderf
A, You see the law has changed., Xears age the law stated that
the contingent fund of the Governor and Councll was not subject
to audit, they could send ia s requisition to pay George W,
Leadbetter or the Secretary to the Governor or somebody wp there
80 much money, a round sum or a fixed sum, and there was
nothing that went into the voucher Jacket downstalrs in the
Auditor's office that showed what that was for, they dlan't
have to aeccount for it, The contingent Tund, asg you know,
was at one time $10,000 and then 1t was increased %o §15,000
2 yvear, That went along for guite a number of years, and
then in trylng to amend the law -- I think they were trylng to
amend the lew relative %o sinking fund reserve, and I always
figured they went one seection too far and repealed one aection
they did not meen to repeal, It iz strange, but the repesl
of that extra seetion wiped thile thing out and made this
econtingent fund of the Governor and Counecll properly an audlt
account agein, It wasn't noticed at the time but went on
for sovwe time, It was plcked up later and this last Leglslature

changed i1t back, I think 1%t was a sedtion of the supplementary
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appropriation bill, If you will look in the 1839 laws,
I think you will find in the supplementary appropriation bill
it has something to say about the contingent fund of the
Governor and Counecil, Tpat was put back so that it would
be préper under %the law 10 pay expenses or pay out sums on the
contingent fund of the Governor and Council without audlit,
The Attorney-General ruled, as I understand, on that, that
zaEidxhe was the intent of the law and could be done,
HENATOH LAUGHLIN: Might I ask a question?

How ecould you determine whether there would be any expenses

in the future of these officerst? How would you know whether
they would have expenses or not?
A, Well, the assumption would be, where they are actively
engaged with the department, traveling, and so on, that they would
have an expense account, and a good many of them 4id very
soon have an expense account to ecover,
SENATOR LAUGHIIN: I% was Just a supposlition?
A, Yas,
SENATOR LAUGHLIN: Outside of the Governor and Gouncll, were
there advances to other officers?
A, Hany of themn,
SENATOR LAUGHLIN: How would you determine then thet they
would ever have any expenses payable by the State?
A, Well, they were all people -- Runnells passed entirely
on thst down there, so I presume he satisfied himself tﬁey
were properly connecited with the departments and suthorized

%¢ 1incur expenditures in traveling,
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SENATOR LAUGHLIN: Would the Audltor's department hsave a
list of these people who had received advances from %time %o
time, or recently?

A Yeg, I think they would nhave a list of those who recently

recelved them, I think they have kept them down there,
SENATOR LAUGHLIN: Tnat would be the Auditor's department? You
could find the names in the Auditor's department?
A, I think Ernst & Ernst, when they began that audit, took
some of those advance glips and sealed them up and took care
of them for a while, I guess they have scwe of them now,
SENATOR LAUGHLIN: You don't know where they are? The Audlitors
have them?
A, I think the Auditors have them,
SENATOR LAUGHLIN: Sealed up?
A, ¥es, I think so, I think Mr, Noon or Mr, Wilkinson would
know about that,
SENATOR LAUGHLIN: Might I ask another question, not along this
line, but I have been thinking of it%,

About how many times a month did youw have to go on your
duties on that Municipal Flnance Board?
A, We had meetings every single week, nearly every single
week, and a good many tlmes we would be ealled into
consultation when we did not record any meeting, that is Mr,
Holley would come down to the office and sit down with me, or,
more generally, ask if I could come up to his office and talk

over various matters,
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0., How much time would it average a month?
A, I should say it would take a guarter of my time, A% times
1% would take a guarter of my time, It would take more than
a quarter of my %ime, probably, during the winter season, when
they were holding budget hearinge on appropriations for thess
towne and when they were electing officers,
G, Thoet would leave only three-quarters of your %imje for
your dubties in the depariment?
A, Tes,
SENATOR THATCHER® May I ack & question?

Iou referred to the contingent fund =-- in 1929 wasn'y tht

reduced from $15,000 back to $10,000%
A, I think it wes,
6, And later on increased agsin to £15,000%
A, 1Increased again to 315,000,
SENATOR LAUGHLIN: Is that for the Governor and Councll or
Just for the Governor?
A, VWell, I suppose that ig mosgtly Just for the Governor,
SENATOR LAUGHLIV: My memory was it wae for the Governor, $10,000
contingent fund., Ie there any contingent fund for the Councll?
A, Ho; the contingent fund of the Governor and Councll, Ag
L recall 1% now, I think the Governor usually spent most of
it himeelf, OFf course I don't know, It was not subjedt Ho
vouchers, and I do not know what they were for, 8Such vouchers
‘as eppear are just simply to pay somebody an amount,
SENATOR LAUGHLIVN: My memory was that when we called for the
expenses of the Governor and Councll == that was in 1933 --

thet they were way sbove any $15,000,
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A, Well, I tell you, perhaps, 3enator, you have also
in mind the payroll of the Council, HNew the Couneil convenes
here at their sessions and they get 520 per session,
SENATOR LAUGHLIN: It averaged somewhers around $5000 above,
as I recall 1%, and I have all the figures mysslf, because
$hey were glven over to me to digest,
A, How that is snother thing, K There has besen quite a change
in the policy of the Governor and Councll, ¥sars ago when
they came h@re to a session ;t was §20 for the seseion, and they
might be in session two or taree days, Now, each night == I
have understood this to be true, and I think it is -- when
they adjourn they adjocurn sine die and moet% of them go home,
Probably Dr, Hitchell wouldn't go up to Houlton if they were
going %o have a meellng tomorrow morning, but a2 good many of
them run hnome and come back again, so there will be another
gegslon the next day, I think that is correct,
SENATOR TO#PKIug: I am intrigued by this contingent fund, Ag
I understand, the contingent Pund is 5$300,000%
A, That is the 5Htate contingent fund.
SENATOR TOMPKINS' And out of that there is this smaller
eontingent fund éhat is not subjeet to audit, Is that righi?
A, HBo, the eontingent fund of the Governor and (ouncl l is
made ag a sepsarate appropriation, Jjust the same as any other
department ap:ropriation,to the head of the executive department,

and has nothing whatever to do with the 8tate contingent fund,
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SENATOR TOMPKINS: And this contingent fund approprilation of the
Governor and Council is not audited?
A, It 1s not now audited,
SENATOR LAUGHLIN: Mr, Chailrman, I think there ¥s a recent
statute that made that subjeet to addit, and 1 know when we
got those figures over there, the expenses, I got 1t from
Auditorts office or Gontroller's office, where 1t was kept
with vouchers,
CHATIRMAN TOMPKINS: You do not have to audlit them?
A, Ho; we refiew the vouchers afterwards, but where this was
changed by the laws of 1839 1% doesn'y have to be audited now,
There was this interim in there when someone went one section
oo far, épparently. I do not think it was &he intention of
anybody %o repeal it. They repesled the sectlion that took 1t
out and made it subject to audit,
CHAIRMAN TOMPKINS: Do you know, ir, Hayford, this Governor
end Councll contingent fund, what 1t was expended for in
generalXy
A, Well, I don'y know that I can gay very definitely along
that line, 2s I do not recall looking at any of the vouchers
in recent years, without refreshing my memory by looking
up the vouchers, but 1% has bsen the supposition around here
for years that the salary of the Governor, his salary as
fixed by law plus his contingent fund -- that 1s, he needs
a great deal of money, I suppose, where he is entertalning,

travelling here and there everywhere,
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SENATOR LAUGHLIN; My memory, My. Chairman, is that 1t was
formérly $15,000 and not subject to audit, and then 1% was
reduced to $10,000 and the law passed thAt 1t must be audited,
and I know in 1833 it was audlted, and I can tell you, if you
wish later in the committee, what some of those ltems were
for, because 1in 1933 we asked for an itemlzed account, and,
by order of the House, that was turned over to me to dlgest,
because 1t was so volumlnous, and I could tell ydu some of
the items,
MR, NOYES* I think we had the itemlzed account in 1935, 1%
mugt have been the 1933 Leglslature,
SENATOR LAUGHLIN: Of course travelling expenses, telegraph
and telephone calls have been some of it.
A, The Audltort!s office was not reviewing the vouchers béck
in 1933, dian't have a force to do 1t but we did begin
in 1937 to review the vouchers that passed through the
Gontroller's office,
SENATOR THATCHER: One more questlon, Ypou spoke of the Governor
entertalning, In addltlon to this, isn't there a sum of
money set up for the maintenance of the Blalne Manslion?
A, ©Oh yes, there 1s money set up kmxgha under the Superintendent
of Buildings for the maintenance of fthe Blalne kMansilon, That
1s the heat and light and Janltor service.
SENATOR THATCHER% Ag a matter of faect, there used to be,
and 1sn'y there now at least £10,000 a year for that?
A, Senator, I will look that upp I don'¢ remember what the

figures are, I haven'; looked that up for a good while,
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SENATOR THATCHER: If my memory serves me right, Governor
Gardimer, in his address, referred to that sum as being $15,000
and asked that it be reduced to $10,000,
A, I think that is correct,
BENATOR THATCHER: I was a member of the Approprilations Committee
at thaet time, and we took speclal palns to ask him about that,
and he said yes, that $10,000 was sufficlent to meintain the
Blaine Manslon, and Af not that he would be glad to make up
the difference, That 1s my recollestion of hig answer to us,
A, iee, sir,
SENATOR THATOHER; 3o that 1s why I asked you if there is not
something set up'for that purpose now,
A, Oh yes, through the Superintendent of Bulldinge, Tpat
is carried right into the public buildings account, so that
can all be worked out in the Controller's office Just what
1% costs for heat over there and fuel and janltor service
and landscaping on the grounds and all of these things,
Q. {By Mr. Webber) whk about food?
A, They are supposed to supply their own food except at
entertalnments, OF course 1f they are going %o entertaln
the Maine Federatlion of Womens Clubs over there, or something
like that, of course the State pays for tThat,
CHAIRMAN TOMPKINS: What fund does that come from? Does
that come from the contingent fund of the Governor and Council?
A, Tnat should come from the contingent fund of the Governor

and Qouneil,
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CHAIRMAN TOMPKINS: Byt you wouldn't know where 1t comes from?
A, I think 1% has always come from that, That is my
recollection of 1t now,
SENATOR LAUGHLIN: PFprom these flgures that I hnave, 1t would
cover really enterteinment, but 1t did include eandies and
clgaretteg and so forth, in this account I have, candles,
clgareties, flowers sent to the hospltal to a sick man by
Governor Brann, and similsr things, _
Q, (By ur,webber) So thet 1% sume up to thie: That the
@overnor recelves a salsry of $5000, and a contingent fund
of $15,000 which is all spent for the Governor's purposes and
not the Council'sg purposes?
A, I wouldn't say thet was all spent for the Gévernor's
purposes alone, vaould say sometimes the Council must have
expenses there, but I couldn't say now without looking 1%
up, beéause I haven't for several years looked into that
very carefully,
Q. It does not ordinarily cover the Counclllors salaries
or ordinary expenses such as travel and so forthf
A, Tpat comes out of the appropriation known as the payroll
of the council, and that ie $20 per dlem when they meet here
and thelr expenses back and forth to council meetings from
their home and hotel bills while here,
R, On %op: of that $20,000, there is %10,060 appropriated
for the Blaine Mansion, making a total of £30,000?
A, leg, if that is the correct amount., 1 do not remember

whether that was $20,000 or not, the payroll of the council,
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Q., If the commlittee has pursued that thought as far as
they ecare %o, I would like to ask you to what extent Mp.
Runnells dictated or controlled or interfered with the
ordinary processes of your department, with particular reference
possibly to the preventing of your doing things you might
otherwise have done except fer his interference,
A, Well I have always taken the ground -- some people have
sald to me, "If you had an appropriation, you wouldn'¢ have
dared to audit Runnells," Of course would have audlted him,
audited him long ago, but we dldn'y have the appropriation to
do it, Mr. Douglas, who is a very good accountant, and X
talked a good many times on this particular thing, and we
picked up things in the balance sheet and in some of the
accounts that looked like errors, in fact we worked out one
for Ernst & Erne%, which they sald we worked out correctly,
I¢ wasn'y any mlsuse of money, as I understand, but Just
didn't¢ state the fund correctly. If I remember correctly,
My. Douglas showed a difference of some $11,000, That was
the Reserve Lands Fund. I think Ernet & Ernst have 1% in their
report, You can find it on one of those pages where he worked
it out,

80 far as interfering #1ith the department, he always seemed
very friendly, and 1 believed that Runnells was honest, I

belleved that he was baslabf honest. I have heard 1% reported,
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1% has come to me from two or three sources since these
startling revelatlions have come out, that Runnells had lobbyists
employed %o contact members of the Appropriations Committes
and others, key members of the Legislature, with this line of
talk, to say: "Well, why have two Audltors arowid here? We
audit everything, we preaudlt everything, Why 1isn'y that enough?
You are really duplicating the thing when you have another
Auditor, Let th@‘Department of Audlt build up its force for
this city, town and municipal work, because we do not have
anytiing to do with that, but we do the audliting, so what 1is
the use of that?"

Well, there may be some truth in that, because how else
are you going to explaln that our appropriation went from
$34,000 at the time of the Administrative Code down to $2%,000
and then to $24,000 and then to $21,000, and 1t hit $18,000
one year, because we had $20,000 and they took $2000 away
for 0ld Age Assistance, g0 1% hit the low point of $18,000 one
year, 80 I couldn't understand, with this enormoue increass
of work plled gnto us by the State, why they should still cut
down on the appropriatlon, Possibly there was something in
that,

Q. Yo you have any informstion of any sort or description
as to who any of these lobbylsts might have been?

& No, I never heard, One report came to me he pald a
fellow $1000 to hang around and talk %o people and say, "We
don't need auditors around here, we audlt everything, so why

have this duplication?t? I don't know anything about that, didnfg
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suspect 1t at the time, and have only heard that since
these startling revelations have come about in recent days,
MR, KOYEE‘ HMr, Hayford, did I understand you to say in the
fall of 1?3? you had an increased appropriation and you made
plang. to audit the Reglstration Bureau? |
A, Yes,
Q. Would there be any connestion, would you think there might
be some connection between that audlt you planedd to make and
the Auburn robbery? v
A, Well, I have never thought so, 1 will tell you all I
know about that Auburn situation, as far as I know 1%, OF
course, as you all know, that mysterious thing happened between
the twenty-sixth and the twenty-eighth day of Pebruary,
MR, WEBBER® It haprened, as far as we know, on the 27th,
A, 1938, -We had slmost then decided we dldn'¢ know whether we
could tackle the home offlce here and the branches, checking
thelr books and reviewlng VOﬁohers and all the other things
we had to do, because we had just had $2000 lifted out of
the approprlation and carried into 0ld Age Asslstance account,
but, when that happened, we were immedlately called and
asked by M,. Roble, %the 8ecretary of State, to make an audlt
over there, and I immediately put three or four men on 11,
and they worked on 1t very steadily for a long time, all of
us more or less working on it in the office for qulte a
period of time, Then some of the men went off of it and others
continued with 1t as 1t tapered down, We never made any

investigation of course gs to the erimlnsl aspsct of that case,
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and xnow nothing about 1t. We were not asked to, Here was
the Becretary of St&%e,'th& Agtorney~General, the Governor
and Council, the State Highway Police, and the Sheriff's
department of Androscogglin County all engaged on the oriminal
end, so we felt there were enough working on that end of
it. But we did revliew the accounting records Jjust as carefully
as we could, BErnst & Eprnst have sinee sald -- they went over
our figures very carefully, and they have since sald that
we 414 1t exactly in the way they would have done 1%,

Here was the sltustion: Those wire baskets, filled with
reglstration cards and drivers' license cards, with money
attached, check or maﬁey arder or whst not, were plled 1lnto
this safe, as I understand, on top of each other, sometimes
a dozen or fifteen or twenty-five of them, I don‘t know how
many, at night, because the girls were go rushed they couldn't
get 11t onto thelr books the day 1t ocecurred. 8o it kept
pilling up, because those lsst four or five daye of February’
as you know, were very busy days, because they could not
use thelr last year's plates sfter the last day of February,
and beginning March 1 they had to have new plates on,

They have since adopted =-- and we helped install that -- a
system by which the poney is punched into the cash register
immediately upon ite coming through the window, so all those
features have now been eliminated, Byt tue faet remains thst
during thst particular perbod these desks were plled full

of these cards, and then whoever made the grand scoop there, when
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they took things out thgy took the cards, money orders,
checks and everything, dumped them right out and took them
away, That left us quite a problem, becsuse naturally all
those checks, so far as I ever heard, were destroyed, money
orders were all destroyed as far as 1 know, and Just the
cash absiracted. The gross shortage, as near ags we could
determine, was something like $43,000, We checked over the
registration numbers between the last one issued on the book
and which wee recorded and the ones they sterited with after
March lst, and found a great number in there, two or three
thousand, We set tnose all down on a sheet and then began
to search %o see if we could find what went against those
particular mumbers, We advertised in the newspapers, head
the S8tate Highway Pollce watch all over the g8tate for those
numbers,sent out lists to all State Highway Police of these
missing numbers, and they picked up a great many of them, We
tracked them all down but 61, and I have oftenE wondered
how we checked up as close as that on 1%, but we did get 1%
all down to 61 that were missing, Of course these peorle
only had temporary certificates, because they were jusi
paseing out temporary certificaites to be renewed in a few days,
and they of course could not drive very long on that btemporary
certificate without breaking the law, and of course a good
many of them came in, in response to the advertisements and o on,
and took up the thing and told who they were and made out
another registrstion card and fixed the thing all up, There

was about $8000 recovered,
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Now the Bangor Newe gald: "They say they recovered #800Q,
If they recovered £8000, why didn't they recover the rest of
igr

The way they recovered £8000 was that some people were

honest enough when they came in and were asked whether they
pald by eheck or by ecash, thev gmsid, "I gsave & check," They
were acked: "Did you notlce whether that check ever came
through the benk?' 8ome seld: "Sure, that check is outstanding,"
They sald, "You had better stop payment on 1t &s soon as you
can,® And they replied, "Yes, I have done that,"  That is
the way we plcked up @&OOO? people whd were honest enough %o
say ﬁhey had given a check,
SENATOR LAUGHLIN: You mean by that some of the people who
gave cheocks and those checks never were cashed, that they
never reported 14t
A, It is possible some of them did. We tracked 1t =ll down
until we came within 61 of finding every name out of those
hundreds, |
SENATOR LAUGHLIN: So you don'y know really how much the robber,
whoever he was, actuslly got?
A, Mg, We struck an average,By taking sverages we figured
At couldn'y have been probably over $1200 or $1800 more
than what we found, OFf course there are an awful lot of
blz trucks in there that might run that up.
BENATOR LAUGHLIN: They couldn'y cash the chedks and poney
orders very well?
A, Ho, they were destroyed,

SENATOR LAUGHLIN: So really, where they didn'y cash the check,
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profited by not ever having %that check collected?
A, Yes,
CHAIRMAN TOMPKINS: You collscted £8000 worth of those checks?
A, $8000 worth,
BENATOR LAUGHLIN® And you don't really know how much the robbers
got?

A, N4, no way to ascertaln I could tell of,

2., (By My,Webber) Mp. Hayford, in itrylng %o zfﬁive at some
amount by averages, did you look this over hersi (Bresenting
copy of Ernst & Ernst report to wltness)

A, Yes, 1 have looked that over,

Q, That figure where the zero is, that is presumably the
27th.,, the day we think it happened, which happened to be
gunday also, so no deposit was made?

A, Tnat is right,

Q. HNow the next day there are depoeits of 49934,07, Hew if
all the money was taken out, do-s that 2ll represent money
that came in the day after the robbery?

A, 'I cannot say definitely as to that, but presumably 4%
was

Q. How by a comparison of 1937 and 1938 and 1938, isn'%t 1%
apparent that 1938 receipte were not running anywhere near
a8 they were the yegr before or dild the year after?

A, T %think that 1s true,

Q. And wasn'¢ that true in other reglstration bureaus
besgides Auburan, 1838 was a poor year?

A, I think that is right,

&, How if you take the general scale of averages, and also
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having reference to what might be the deposits on Thursday,
the 24t%th of February, and February 2bth., which were taken
ag exsmples, did your department come to the conelusion that
there could have been as much as $40,000 or better there?

A, We had reason to belleve that was true, I don't know thet
anyone will ever know, But of ocourse it was dulte a startling
thing to me to plck up the Bangor Hews one day and see where
they saild thelr anelyst had worked this out and he had
discovered to his satigfaction that $35,000 wes mlssing before
the break, Well, the moment I saw that paper in my office,

I started three of my auvditors up into the dome, It was cold
weather and they had to put on overshoes and emrlappers and
everything else, to check up the cards, for thoss particular
days, to see whether that was current stuff or whether it

was way back, and they satisfied themselves by the examination
of the 521 cards, if I remember the number correctly, the |
number that came in on Thursday, or Wednesday, that there
might well have been that much money in thers, In other
words, it dld notlook to us as if this was a grab to cover

a defalcation that had occurred over a period of %ime, It
locked as 1f it was all current stuff that had been grabbed
right there, .That is the way it looked to us, and I think
Ernst & Zrnst upheld us,

Q, Xes, Ernst & Ernst did uphold you, But Ernst & Ernst says
here, assuming this, that and the other, the shortage would
have been at lesst $37,816, HNow when you get back to see

what the assumption is, you find it is based on assumpition of
collections of $15,000 a day, except $10,000 for Saturday, and

what I cannot for the 1life of me see 1s when you take these
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comperisone and run right down through, they were so very
far short of $15,000 a day all the way through that I see
no basies for taking an assumption of $15,000 a day, and I
wondered what your thought was about that, They didn's sven
reach $10,000 any one of those days,
4, I think you will find, and I %hink that we satiafied
ourselves down in the office that all of Thursdays' and all
of Friday's and all of Saturday's recelpts were in thers,
that they had only entered up to Wednesday and poscsibly a
very few ltems on Thursday, so that there were three days there,
but of course $they would have to be quite large for the three
days %o aggregste that amount,
@, You sgtarted wlith Thursday?
A, I think we found one or two iteme on Wednesday that
“hadn'¢ been entered and all of Thursday, There might heve been
s few entered on Thursdey, but most of Thursday and all of
Friday and all of Saturday, The News sald that Saturday was
& helf day and thers couldn't have been much handled in
that day, but My, Roble says the office was open all‘day
S8aturday, and he was over there just before five ofclock
Bgturday, a&md he was through there, he sald, st 4,30, and
he knew they were open, 8o they were open until five o'clock
Saturday as well as those other days,
Q. It was not their policy to keep open on Saturday afternoon,
was 1%¢7

Aw ¥No.
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&, This was the one time when they kept open on Sagturday?

A, Thie was the one time, because that was the last day of

the year, or Monday was the last day of the ysar when they ecould
uge their old plates, Monday was the last day, The 27th, was
Bunday, and Pebruary 28th., would be Monday, But Mr. Roble
told me, in fact he showed me a copy of a telegraph which

he had sent to every one of his branches all over the State,
telling them to keep open until 5,00 o'elock Saturday because
he wanted to accommodate the public just as much as possible,
Q, Well, 414 you talk wlth any of the glrls in the Auburn
reglstratlon bureau as %o whether there were many people

who came in there Saturday afternoon?

A, I don't know that our men did, We have, I think a
transeript of evidence taken out by the Attorney-General

and the State Highway Police, Have you had that made avallable
to you?

Q, I think it will be,

A, It will come before you no doubt. I notice they go into
all those phases, Byt, as I sald before, we dld not pursue the
eriminal aspectg of the thing p&rtigularly, because they were
all working on that and we felt there were enough working on 1%,
Q. To get back where we started from, hadn'y the word gone

out so that people in these bureaus heard about 1t, and there
had been plenty of talk there was going to be an audit for

the first time in these reglstration bureaus?

A, Yes, I think so, We plenned to start that audlt,

Q. 8o it was generally known, and probably ﬂ;;;egenerally
known you werse talking about having an audit than that things
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had interfered that might prevent you from having an audlt?
A, Oh yes indeed,
Qs Byt you say you can'y help us with the Highway Departiment
at all?
A, I can't recall now anything especially on that,

Ags soon as I heard this —-- the way this Highway business
broke to me, Mpr, Lindsbesrg, one of the Auditors, I believe,
that uncovered this thing over to the Highway Garage, came to
ny office, I think probably the sixth or seventh of April,
closed the dor and sat down and looked at me sharply and
sald, "You audlt the Highway Department?" I sald, "Mr. Lindsberg,
we dld not audit the Highway Department, They collect and
epend half the money ol the State, We haven't got the force
to audlt the Highway Department,®

I had Jjust been preparing a memorandum to glve to Mp,
Noon, and was preparing to take it up to him that day, in
regard to what audlting we did do and how many times I had
called the attention of the publie, through my published
reports and also the report to the Committee and the Budget
Officer, to the faect we were not doing this job because we
didn' ¢ have the help to do 1%, and that was the day apparently
that he had found 1t, or a day or two after,

I immedilately went out, when I found out what it was
all about, and found some of the green forms th:t are filed
in our office on revenue, and I found that they used Luclus

D. Barrow's facsimile stamp at the top of the page as the
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offleisl or officer turning in the revenue and recelpting
for 1t,'his lnltials,‘or gz stamp with his inltlals under it
at the top of the page stating what they were, I noticed thst
theres were checks listved and money orders listed, with possibly
gome c&sh, but, as we all know now -- at least I have heard,
and I presume it 1s true, the money orders and checks were
carefully turned in but the cacsh was abstracted. We never
audited that because we didn'y have the force to audlt it,
What I was trying to aﬁdlt ware the outside things, as I gald
before, the normsl schools and all those things that were not
turning their money into the Treasury,

There 18 a certain comity, if I may say so, between audltors,
Not that we wouldn't have audited Mr,Runnells if we had the
help, but it is a little bit comparable to where I would semd
out two men to audlt a town, one to take the tax collector's
book and the other the treasurer's book, MHNow suppose they
came out st the same time and each one sald that book checks
up %o a cent, ‘ney never change places to see 1f either one
was lielng to the other, They agsumed that was correct
and went from there on, It was the same way with this audliting,.
He wag the pre-auditor and I was the post-audltor, I was
post-auditor so far as the appropriation and personnel would
permit me %o do so, but we juet didn't sudlt in the right
places,
GHAIRMAN TOMPKINS: Let me ask you, Did you audlt ths Treasury
Depariment at all?

A, Tne Treasurer's accounts al all? Back yeardg ago we made



b5

a monthly verifiecation of all the active banks, Bgck in thoss
daye I think they had eight or ten active bapks and we
verified those, checked them up eaech month, Then the work
g0t so heavy we had to give up that monthly sudit but did it
guarterly, and a man in my office followed 1t very ocarefully
clear through until the time of the adminietratige Code, and
when that was adopted My ,Runnells took over thet work,

Q. Then, 28 a matter of fact, your audit didn't touch the
Highway Department 2t all?

A, Moo

Q, And what other departments were left out by you?

A, Well, perhapé 1% would be easier to look at my report
and see what we d4ld audit., We set 1t out each year, what we
did auditg,

Q. Did you sudit the Secretary of State's department?

A, We audlited some of the things in there, I cannot recall
Juet whet we did audlt in there, but we audited part of the
Saecretary of Sg¢ate's work, some years we could do 1% and
gome years we couldn'y,

Q, Did you audit the Health and Welfare De partment?

A, We did not audit the income, We 4ld review the vouchers
that went through since 1937,

Q. You just reviewed them?

£, Revliewed the vouchers that went through since 1937,
SENATOR LAUGHLIN: Including all the relief payments of

the Welfare Department?



A, Yes, we looked over the vouchers,

CHAIRMAN TOMPEINS® #nd you dld that right along?

A, Sinece 1937,

CHAIRMAN TOMPKINS: Did you audit the Taxatlan Bureau?

A, No.

CHAIRMAN TOMPKINS:! Did you ever audli 147

- A, When I turned over the gasoline %ax collectlons, or when
that went out of my office -- I never handled them anyway,

Mr, Douglss handled 1% -- I had one or two of my best men go
over those regords and glve 1t a2 very careful check and
verification Juet right after L1 gurned i3 over to him, because
I wanted to be sure everything was all right, I have a copy
of that gomewhere ln my papers,

&, And since 1932 you never have audlted the Tax Assessors offlce?
A, No.

Q. And in that time the Tax Assessor hes collected some $50,000,
as I understand 117

A, You mean including County and Stete taxes and all?

Q. ¥en, and gasoline taxes,

A, Is it as much as that, $50,0007? Yes, we did the first
year or two up there, poselbly the first two yeare, we started
in to addit% the geeoline tax, but after a while 1t got so
thieck and heavy we couldn'y follow it with our limlted force,
They cut ue down to seven,

Q. kAnd have you been postaudlting the llguor depmritment?

A, HNo; there wes a speclal statute, as I recall 1%t on thot,

leaving that to the Controllsr, said that he should perform
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that audlt, Not but what we would have done it if we had
the force, even though the law sald he should do 1t
Q. Have you been edditing the Land Commissioner?
A, ZXes, the Forestry District, Teachers' Retirement,
SENATOR LAUGHLIN: Inland Fisheries and Game?
A, In part, We used to do 1t several years ago very carefully,
and then 1t got so big we couldn't follow 1% all,
CHAIRMAN TOMPKINS: What about the Department of Education?
A, We haven't audlted thelr tncome, but we have reviewed
the vouchers since 1937,
CHATIRMAN TOMPKINS; What do you mean by reviewlng vouchers?
A, @Go over the péid vouchers as audlted by the Controller,
HAIRMAN TO@PKINSj Do you know whether or not under the Gode Mp,
Runnells prescribéd and promulgated forms of receipts, vouchers,
bille or clalms to the various departments?
A, Yes, he dld, In fact, in some cases where we started to
line up something for some of the departmentis, in some cases,
I cannot recall where they were not, he objected rather
strenuously that we werse encroaching on his ground, I cannot
geem %o recall just what that was, Mr, Douglas would remember
better tian I would about that, I am very sure. Byt the
law formerly gave thét to the State Auditor, and then of
courae when the Code was enacted that carried over to the
Controller's office,
QHAIRMAN TOMPKINS: But 4id the Gontroller put out any orders
or directions to the departmsents about forms or recelpis or
vouchers?

2, Yes, I think so,

-
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Q, Was 1% & printed order?
A, He had s way of sending out & mlmeographed letter when
gomething would come to his mind he wanted to mention; he
would promulgate an order and send 1t out to the various
departments and instltutions 1h the form of a letter,
CHAIRMAN TOMPEINS: You wouldn't know whether they lived up to
them or not?
A, Not in every case we wouldn'y, because we wouldn'y¢ have the
pover or the asuthority or number of audltors to go and do it
CHATRMAN TOMPKING® You dld audlt all the accounts of the
thirteen State 1nét1tutions, didn'¢ you?
A, We dld before the Cods, but since the Code that has bsen
done by Mres,Fisher 1n the Controller's office, Mrs, Virglnia
Fisher in the Controller's office did that work since the
enactment of the Code,

There esre some things sbout the Code law that I would
like to speak of, 1f 1t 18 in order here, Iy some respects
the Code perhaps did s good Job, in others it perhaps went
tooc far in consclidating power in the hands of a few, but
there wae one thing that always bothered me about the Code
and that was the manner in whlch 1t was prepared and wrltten,

Now 1 contend that 1% 1s impossible to get a clear law
by Jdust saying "the powers heretofore conferred mgxihe upon
the gState Audltor ane hereby transferred to the State Controller®,
and so on and 80 on, and not golng back and repeallng a slngle
gsectlon 1in the statute in regard to the State Auditor, If
you went and looked in Smith Dunnack's index, I suppose he would
scerateh his head and say, "Medified by the Code, see such and

such a chapter,* In other words, the God was prepared by
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My, Buck in November, 1931, and prepared very hastlly, He
tried to make that a chapter in 1tself, but he couldn't do it,
‘dldn'¢ have the time or force, But, at any rate, since the
enactment of the Code, Mr, Dunnack has worked out the Health
and Welfare laws and got them into one big chapter, the 1855
laws, and the Bea and Shore Fisherles law, he has worked those
out and got them all into one chapter, but he has tried, he
tells me, agaein and agein on the financlal laws, and he
always runs up ageinst a stone wall and can'yg do 1t,
GHAIRMAN TOWPKINS: There 1s a conflict of authority?

A, A confliet of authority, and it is practically an impossibllity

t0 work out = smooth and consecutive chapter on the finsnces
of the 8tate, enough éc he would dare vo ask the Leglslature
t0 repeal sll the financial laws in the 1930 statutes, In
other words, 1% is just left betwixt and between,nelther one
thing or asnother, Tnhe Cede 1s a skeleton form and never hag
been filleé& in, . ‘
GHAIR%AN‘TDMPKIN§3 Thgt ie righi, when i wes passed it
wasn'+ in completed form, 1% was the best they could get
through at the time, Tne idea was they were going to bulld up
the horse afterwards, put on its lege and $all, eto.

You gald this Code was prepared in Npvember, 1831, Xou
don'4+ mean 1931 -- you mean 1930, when 1t was adopted by
the Leglglature? /
A, Excuse me, LI meant to say 1930,
CHAIRMAN TOMPKINS: Does your depariment, when they redqulre

an Audltor, hsve to go %o the Personnel Board for it?

A, Yes, slr,
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Q. Is that satisfactory?
A, Well, I have alwsys claimed that the law intended thsat
the gtate Auditor should have absolute control over his own
help,
QHAIRMAN TOWPEINS: My question wge! Was that satisfactory?
A, Well, no, it hes not always been satisfactory,
CHAIRMAN TOMPKINS : How many of the present audltors in this
department who served under you were seleetad by the Personnel
Board?
A, I don'ty know as I can state on that, Tpey dldn'g get
fully organized and going on auditors until they had been in
there a year or so, They found it failrly eassy to work out
examinations for stenographers, typlsts, filing eclerks, and
80 on, but it was a little more initrisate on the auvdlting,
and it took them a good while %o work out a formula,
SENATOR LAUGHLIN: Did they finally work it ouf?
A, They finally worked out a formula,
SENATOR LAUGHLIW: They haven!t workad out & lot of others,
CHAIRMAN TOMPKINB: Have you had any of the audlitors you employ
through the Personnel Board?
A, I Adon'4 recall we have any down there that came from the
Personnel Board,
QUAIRMAH TOMPKINS: Did you ever havs any?
A, I %hink not,
CHATRMAN TOMPKINS: 8o you don's know whether 1t 18 satisfactory

or not?
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A, We have had applications from pesople in there who said
they were HNo. 12 on the ellgible list, or No., 1, or 3 or 5, or
gomething, whlch, when we examined into 1t, we didn'y4 feel
that were proper to have,
CHAIRMAN TOMPEINS: Now youwere also a member of the Farm
Landes Loan Commission?
A, Yesg, sir,
CHAIRMAN TOMPKINS: Whet were your dutles?
A, They began way back in 1918, Now many of the states
make loans out of their public funds, school funds, and other
things, HNgw this Reserve Land Fund is a school fund, or for
that purpose, 1t arose by reason of the lease of 1000 acres
of land in a wild land township, we will say, to the non-resident
vimberland owner who had preference in leasing i1t if he |
bought the township, and he would sarry on there until 1%
became organized as a plantation, @h@n it became organized
as a plantation the fund which bullt up by reason of the
lesse then immedlately came under the control of the Forest
Commissloner, erit used to e the Land Commissloner years ago --
his title was changed, And he had the right under the law
to permit stumpage to be sold on this public land and became
trustee of that 1000 acres in trust for the town to be in
ghe future incorporated there, gome townshipe were very rich
and very fine public lots, I reecall one up in Sgndy River
Plantation where I think they sold over forty thousand dollars

worth of timber off one public lo%, At slx per cent interest,
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which 1s paid over %o the plantation on that fund, it would
be pretty nearly $2500 a year, Tney didn'y have to ralse any
money for scihool purposes, ILIn fact, they got so rich that
they finally bullt a brand new schoolhouss and made qulte a
splurge up thers and bullt up thelr schools in great shsape,

This fund bullt up all these yesrs until 1t became or
is at the present time sbout $860,000, Well, when the State
began %o make loans Jutice Charless P. Barnes of Houlton
introduced that bill for the State toc make loans of these
trust funds in 1917, snd the State began to meke those loans
in 1918 on farm lands, People dldn't take hold of it at first
to any great extent, but, after a good many years, I think
in 1832, thet fund all became lnvested,
CHAIRMAN TOMPKINS: §860,0007
A, It wasn't so much as that then, probably §750,00C or
gomething like that at thet time, but 1t 1le¢ about §860,000 now,
Tnat is when Governor Tudor Geardiner was Goveraor, The
Commigsion then voted to dlscontinue msking loans because the
fund wes 21l invested so there was no sense going shead meking
loang of so small amount in each year on principal, Tpere was
no object in advertising we were maklng loans, because it
got people execlted and we couldn'i make more than three or
five losns a year, 80 1t was thoughi best to dlscontinue
making loans,
SENATOR LAUGHLIN: Haen't the Federal Government taken that
overi

A, The Federal Government gtepped in that field and mekes loans,
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Then later the Pederal government liberallzed that law and
let the Perm Loan Commissiocner make another loan on a farm
that was already mortgaged %o the Pedersl Land Bank in & sum
up to 75 per cent of its value, so the difference between fifty
and seventy-five per cent gave them twenty-five per cent
more borrowing capaclty on that farm,
CHAIRMAN TOMPKINS: At the presgent time, ae I understasnd i%,
this school fund which made up thie land losn fund is all
invested in real estate mortgages?
A, I% is invested in real estate mortgages in municlpelities
of the State of Malne, and some deposiis in banks and $hen
there ie an uninvested balance, I don't know just how muech
now, but due to tné.facg the fund ig very restricted 1t cannot
go on savings bank losns due %o the fact the fund ls resiricted,
and there is quite 2 balance awalting investment,
CHAIRMAN TOMPKINS: I would like to confine this for the moment
to the mortgege loans, Have you any 1ldes how much the
mortgage loans woﬁld amount to?
A, I think the mortgege loans at the present time are $150,000
or $160,000, I am going to say offhand,
CHAIRMAN TOMPKINS: And, from your reccllection, do you know how
many of those mortgages are now actlve?
A, If I recall correctly, something over one hundred,
QUHAIRMAN TOMPKINSG! And the rest have been foreclosedf
A, A good many have been foreclosed, The rest have been pald
off by the persons who have followed or have been foreclmsed

due to fsilure of the people,
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CHATRMAN TOMPKINS: Do you have any idea how many farms the
ftate of Maine ownsg under this Farm Loan Act?
A, T think 145 5r 150,
CHAIRMAN TOMPKING: A good many of them in Aroostook Gounty?
A, Yes, quite a number up there, probably twelve or fli'teen
up there,
SENATOR LAUGHLIN: Have they sold any of those thet they have
foreclosed on?
A, Yes, somelimes they sell one,
SENATOR LAUGHLIN: Hpw many?
A, Tgke 1% over the years, there have been a good meny sold,
Of course thet has been growing in reecent yeares due to the
depressed condition in agriculture,
CHAIRMAN TOMPKINS: My, Hayford, I would like to =gk you 2
guestlon in regerd to these morigage logns., When a tex
g not pald by the mortgagor on theee farms, does the State
have %o pey the tax?
A, Yes, under the law recently enacted the State has to
pey the tax, For a number of years the attitude was itaken
that being S¢ate land they would not have to pay tazes on it,
CHAIRMAN TOWPKINS: You don'y mean State land, but State security?
A, Well, 8State security, But that wasn't felr, the people
in those towns fel% 1t wasn'y falr, and I admltted it weasn'yg
fair, eo in 1939, I think 1t was the last seesion, several members
became interested in that, ¥r, 8tiiphen down in Dresden was

one, and Mr. Hewes in Charleston was one, and there were %wo or
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three others in the House who made a concerted effort to
chenge that law and make them taxable, set up & board to tax
them, Inhey called me before the commitiee and I 414 not oppose
1% because I thought it was no more than failr for the State to
pay.

CHAIRMAN TOMPKINS: HNow, Mp, Hayford, in your jJudgment would
1% be a good thing for the State of Malne to get out of the
buginess of leaning money on farms?

4, 1 certainly %éli@ve it would be a good thing to get

out of the business, 1 have believed so for ten years,

Q. (By Mr,Webber) Through the Auditor's report of Ernst & Ernst,
they constantly meke comparisons with the Ypublished reporth,
so-galled, the priosr published report of the Staite of Melne,
Now the figures on thet published report were prepared by

¥r, Runnells, were they not? "

A, Yes,

@. That is the report that was published in the newspspers
and broadeast?

A, Yes,

Q. MNpw 18 1% possible that any part of those errors which
appeared in the published newspaper reporis were intentional
errors to make the published report losk better, or were
they, in your opinion, honest mistakes?

A, Well, the faet that Ernst & Ernst found ten-fold as much
in the ginking fund as was shown there, it would look almost
as if he elither neglected it or didn'g know how to prepare 1%,

because they found most of that, I think, in the -liquor money,



Q. That, and the deficiency bill, what remained of 167
&, Yes,
CHAIRMAN TOMPKINS: Didn'¢ they caplialize the debt on that
Liguor Commission?t

A, XYes, they tapered 1%t off $100,000 s year, That %2,044;000
deficiency which exlagted January 1, 1957 and wnich the Governor
asked the Legislature to pass legislatian for, lay a special

tax on beer to take it up, that was paid off pretty substantlally
in amount for two years, but two years later I suppose they
discovered that to pay it off at that rate was going to take a
lot of money, and I suppose they were looking for money for

014 Age Agsistance, so they decided to change that and make

it $100,000 a year,

CHAIRMAN TOMPKINS: Amortlzed 1%7

A, Yes,

MR, NOYES: It was estimated that the beer tax would yield

a million dollars a year and retire thet in two years, and

then in the special session of Yetober, when the salee tax

was not passed, they wanted money for 0ld Age Assistance, so

they split it and spread it over four years?

A, Tes,

Q. (By Mr,

epber ) My, Hayford, that is set up in the sinking
fund, but isn't that actually a mere representation of what

the S¢ate of Malne sometvimes hopes to collect from taxes?

A, I would say 8o,

Q, It is not a present asset that exists, is 117

A’Q HO.
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Qe But you don'¢ think, in answer to my first question,
regardless of somebody's failure to be lngenlous enough to
Ainclude the deficlency appropristlon in the sinking fund, and
the liquor inventory -- you don't think that any of these other
mistakes where there was dupllcation of assets -- for instance,
$152,435,41 cerried as cash in sinking fund as a separate
l1tem, when 1% actually had already been included in the
amount of §2,979,000 cash and securities and speclal trust
funds, ete.-- that 1s actuvally a duplication whlch makesg
the thing look betiter by £182,000,
A, I think thet is right,
Q, That 18 a sample of several things of a somewhat similar
nature they apparently found, You do not think there was any
effort on anybddy's part, Mr,Runnells or anybody else, to
do any of that intentionally?
A, VWell, I don't know whether there was or not, whether there
was any intentlon on hie part., I had a feeling he just dldn'g
look after 1t or didn't attend to it and &ldn't get 1% right,
It never occurred to me in the past those were intentlonal
errors, He ig a hard man to convinece.If he declded a thing
ought to be done a certaln way, you couldn'y change him,
CHAIRMAN TOMPKINS: I do not think you got the polnt of Er,
Webber's question, His question was double-barrelied. Yas
there an attempt by elither Ernst & Ernst or Runnells %o bullad
the financial statement up so that 1% would have & better

appearance than 1t deserved?
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MR, WEBBER' Yes, Apd, more than that, did anybody else get
their fingér in the pié to make elther of these atateménts
look better than they really were?

A, That I don't know sbout, because I waan't consulted or
called in on those things,

SENATOR LAUGHLIN: Mr. Hayford, was there ever any attempt to
chaﬁge any of your reporie by anybody?

A, Yes, I spoke a while ago of the fact that the Governor A4id
not like certain words, W"Test check! =- he struck that out,
“Manj ma jor lteme of revenue have been checked by our auditors --
he didn'y like that, Several things., I have a photostatic
copy of the letter here,

SENATOR LAUGHLIN: Did you consent to the change?

A, I am sorry to say 1 did consent %o some changes, I did
not realize that I was doing anything wrong and certalnly did
not intend to, There is the latter, I will pass 1t around

80 the commlttee can see 1t, There were some changes which

at the time appeared innocent enough, but I should mot have
signed 1t and realize it now,

CHAIRMAN TOMPKINS: While they are looking at that, I have go%t

a gquestion or two. This deficlency of $2,044,000, I think

it was, how did that occur? |

A, Overdrafts 1n the Welfare Department, practlically all of
1%, as I understand 1%,

Q. HNpow what do you include in the Welfare Department?

A, For instance, in 1931, to go back a little into the hlstory
of that, in 1931 the Leglslature liberalized the law relative
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to pauper settlemente, Frior to that time, a person had a
pauper settlement in & town until he had acgulired one sgomewhere
elae,
3. I do not think you need %o explaln that_  We understand th&t,
A, Tpat lnereased that thing sixty to seventy-~-five per cent,
Qe Wasn't a lot of that deficlency due to the starting off
of old age penslons before any provisions had been made for
funds for old age pensions?t
A, gome of it was in there,
4. Do you know how much?
A, I couldn'y say now right offhand, ,
Q. But you say that you have audited, post-audlted the Heslth
and Welfare Department?
A, Tnat iz the vouchers,
Q, And 1% 1s a fact, is 1t not, Mr, Hayford the Health and
Welfare Depertment never keeps within 1ts appropriat;on?
A, I think that has been true for a good many years,
Qe There is always a large overdrafit?
A, ZXes, sir,
Q, Regardless of the appropriation?
A, Xes,
€. ©Or the amount of the appropriation?
A, Typat 18 true,
Q. Could you suggest any measure to epemedy that?
A, Well, Af they changed the law back to what 1t was in 1931 1%
would have a very deterrent effect upon those overdrafts, because

the law since 1831 has been that if any person lives outside of
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a town for five yeare he loses hlg settlement regardless of
where he 1is,
SENATOR LAUGHLIN: Does the Health & Welfare get the authorization
of the Governor and Councll for these overdrafis or do they do
1% on thelr own authority?
A, Oh yes, they get authority from the Governor and Gouncill
on that, That 1s, I know Runnells was geitting worried over
that long before the end of the fiscal year, and he told me
he was golng right up and put it before the Governor and Council,
SENATOR LAUGHLIN: How could i1t be, when this came in about
this $149,000 to the regular session of the Legislature, that
it came ae a surprlse to the @avernof?
A, Ag a surprise to the Governor?
CHAIRMAN TOMPKINS: That ls the 1939 session, you mean?
SEANTOR LAUGHLIN: Yes,
A, I wouldn't suppose it would be a surprise to him, because
I assumed the Governor and Counclil were aware of it.
SENATOR LAUGHLIN: If the Governor and Councll had approved it
they would have known about 1t, yet the statement was made 1%
was & complete surprise to him, ,
MR, HOW: Apnd sometime after the Legislature assembled,
SENATOR LAUGHLIN: Yee,
MR, VARNEX: Wasn't that an anticlipeated overdraft rather than
an actusl overdrawing.
SBENATOR LAUGHLIN: They have got another one, 80 I don'g know
how i1t could be antlcipated,
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MR, VARNEY: I am aware the Governor came before the Legislature
and sald he had been notified there would be an overdraft
before the end of the fiscal year, that 1s they were not overdrawn
at that tinme,
SENATOR LAUGHLIN: We provided for it, and now at the end of
the fiscal year we have got one of equal amount, so that
presumably would be the anticipated one, the one that was sprung
on the BEighty-Ninéh Legislature,
MR, VARNEY: As I understood, it was not speni then, but 1t was
anticipated 1% would be needed before the end of the flscal year,
CHAIRMAN TOMPKINS: I think, Mr. Hayford, this would be
true ln regard to that overdraft, would it not, that the money
that was appropriated for the Health and Welfare Department had
all been spent at the time that this anticipated overdraft
came into the Legislature in 19397
A, I think so,
SENATOR THATCHEZR: Mr., Chairman, if I remember that correctly,
you were right, and this additional appropriation was to carry
through that fiscal year to June, 1835. Ngw this one that comes
into this special session is another one %o carry through to
1940,
CHAIRMAN TOMPKINS: MNow, Mr. Hayford, are you & member of that
Budget Commibtes?
A, HWo, I am not, not now, Under that set=up I wae a member

of the Budget Committes,
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CHAIRMAN TOMPKINS: This Budget Committee meets in November, does
1% nott

A, Yes, sir,
CHAIRMAN TOMPKINS® Is there any reason to believe that ip,
Runnells didn'y know when that budget was set up for the 1939-1240
fisecal year, that there had been then an overdraft in the

Health & Welfare Department?

A, You mean it was belng expended at a rate which he knew

" would bring 1t about long before the end of the fiscal year?
CHAIRMAN TOMPKINS: Yes,

A, Oh yes, he must have known that,because 1t was being

spent very heavily at that time,

MR, DONAHUE: #Mr, Heyford, in view of the fact your smmple audlt
falled to dlsclose the discrepancies of the sample audit of
Ernst & Ernst, i1 1%t not probeble that another sample audlt
might disclose dlscrepanclies that Ernst & Ernst dldn'y find?

A, Tpat is possible, Of course as Ernst & Ernst sald -- 1T
guess Mr, Wilkinson made the statement —- that many timss these
are matters of opinlon, some of these things are matters of
'opinion as to how such and such an 1ftem should be treated,
Different audltors have different ways of leoking at things,
MR, DONAHUE: A sample audlt iz not the form of audit conducted
by your department in audlting the asccounts of the clties and
towns? They conduct a thorough audl$?

A, We endeavor %o conduct a V@Py‘thorough audit and go over

things with a good deal of deball,
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MH, DOW: HMay I ask a question?

In connectlon with this Bydget Committee, composed of the
members of the Legislature and others, isn't it trus, gp.
Hayford, that Mr. Runnells prepared that budget and sold that
bill of goods to the Budget Committee, that they were not here
long enough to do those things and that he sold 4t to them
as a bill of goods and they bought 1t?

A, Yes, I think My.Runnells pretty generally outlined that
thing end got 1t ready, I think that is correet,

MR, DOW: Tpe Chairman asked you if you audited eértain
departments, Did you ever audit the At¢torney-General's department?
A, XYou mean on the income,

MR, DOW: On any part of i1t, Mr, Hayford.

A, We go-over the vouchers,

MR, DOW: Dld you ever audit the State Pollee account?

A, We examined the peid vouchers, and of course on the State
Police, where a Btate Police officer 1s the complainant or
the arresting officer and gets the finee, we have checked the
dockets of the variocus courts in this State as %o that,

MR, DOW: Tne attorney for the committee asked you if you
intended %o audilt at Auburn, When dld your department intend
%o audit at Avburn with respeect to the Ayburn robbery, if you
A41d intend to audit?

A, We planned %o begin on Jans

¥y 1lat, OFf course these come
in ahead of January fifst. The early fellows get their cars

registered in October, Ngovember and December,
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Q. XYou were planning to get at 1t as soon as you couldy
A, We were planning to get at it &= soon after the first of
the fiscal yesr, hoping to get at 1t but not sure we ocould,
MR, WEBBER: Tne important thing, My, Dow, 18 what the psople
in the regilstry office thought was golng to hapren,
MR, DOW: You sald under the sgystem down there the money came
in and was immedlately registered on the cash reglster, Wouldn't
that show the recelpts there for thoge three days on a tape
of the cash reglster or adding machine? |
A, Tnpat is since this occcurred,
MR, DOW: I¢ wasn't the practice at that time?
A, Ho., They were all filed in these wire baskets, thess
carde with money attached, one dollar bille and five dollar
bills hooked on with a elip, and if it came to slxty-nine csnts,
they would put a fifty-cent plece, a dlme and a nickel into a
little envelope and elip that on, It wae a crude way to keep
noney,
MR, DOW' May I ask you another guegtion? You mentioned ome
advance made from tﬁe Treasurer's office which you have reason
%o believe was not paild in actual cash, Have you reason to
belleve there were others not actuzlly pald in cash?
A, Wnlch one do you refer to, Mr,Dow?
MR, BOW: I understood you to say one was made %0 the Govermor
when he was Secretary of State which wag afterwards washed out by
order of the Governor and Courcll rather than by actual eash,

Do you know of any others in that category?
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A, Hg, I don'yg recall any others now,

@, Have you ever made a complete audit of the receipis on
motor venlcles in the Secretary of State's office?

A, Tne office is engaged in that now,

Q, Has it ever been made?

A, It has been done. I think they have completed 1938 down
there, Tpe last I heard they were preity near through 1938,
0f course yoﬁ see they have to be & year behind on that stuff
before they close 1t up,

Q. Prior to that time, how long since a complete auditv was
made in that offlcet

A, It hadn'4 been made since back in, I would say 1913 or 1915,
gsomewhsere along there.

He, WEBBERy Was that $100 item you are speaking of

Governor got when he was Secretary of State?

MR, DOW: ¥Yes,

Q. (By ur,Webber) Wags it your understanding that was finally
pald back, or was 11 washed out?

h, It was washed out thfough‘the contingent fund of the Governor
and Council, so I an infdrm@d.

Q. While he wae still Secresary of State?

A, Ho,

Q. Apter he became Governor?

A, Last July,

CHAIRMAN TOMPKING: Who informed you of that?

A, Well, I asgked Mr, Deering, and I think I epoke to the
Attorney-General, and I think also to Runnells, I spoke to
all three of them about 1%,
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GHAIﬁ%AH TOMPKINH: Do you know what that advance of $100 was
for?
A, 1I% purported %o be expenses of the Hecretary of 3tate,
CHAIRMAN TOMPKINS: Travelling expenged?
A, Trevelling expenseg of the Sgoretary of S¢ate,
MR, DOW: Tnhese reconciliation machines, does the Siate own them?
A, Hp, the State does not own then,
MR, DOW: Do we rent them?
A, They rent them, TIney cannot buy one,
MR, DOW: Apd how much rent do they pay, 1f you know?
A, I4 etarted in st the time of the Code around 47000 a year,
and it ie up to, the last I had any knowledge of 1%, ab@ﬁt
$22,000 a year rental; but somebody told me the other day they
ere paying 30,000 a year,
Mit, WEBBER: {Tnpe same number of machines?
4, Oh no, they have had more machines For instance, it is énly
a few years ago or a comparastlvely few years age, befors the
Gode wae adopted, when the State was lssulng about 300,000
checls a year, and ﬁf. Bonney or Hr,Winship would sign them
all, bui they igsue about 900,000 now, I understand on the
Maine Unemployment Compensstion Commission, on that sccount
alone they 1ssue sabout 300,000 checks & year. Somebody has
told me that,
HR, WEBBER; The increase then 18 an inereage in work and not
an increase in rental per maochine? |
A, I% is mostly, I think, sn increase in work,
MR, WEBBEHR: More machines?

A, Yss, more machines,
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MR, DOW: My, Hayford, do you know anything about the history
of Mrg, Virginia Fisher, who audits State institutions?
A, A little, not much, Mrs, Fisher, when I first knew her,
was the‘boekkeeper at the‘State School for Girls in Hallowell,
She is a widow, ad I understand 1t, snd is a pretty bright
woman, And then, éhen the Code was adopted, #r, Runnells
brought her up here, and I think first had her on State
institutions, auditing State 1lnsltutions,
MR, DOW:; Hag she been here contlnuously since the Code?
A, Xes,
CHAIRMAN TOMPKINS: Have any members of the Committee any other
questlons?
MR, MacNIGHOL: HMr, Hayford, you mentioned that the Audltors
came 1ln to you with a report from the garage and asked you
whether you audlited the garage, What date was that? Around
the 12th?
A, It was earller than that, I think 1% was around the sixth
or seventh of April,
MR, MacNICHOL: Hpw long would it take an auditor to find out
there was & defalcation in that garage, according to your
experience? (ould a man be over there a couple of days and
find 1%
A, I should $hink in a very few daye he could satlisfy himself
there was defalcation there, I don'y¢ know when they went
in there, I never have heard Jjust when they went in there

%c loock 1%t over,
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MR, VARNEY: Who wae ths man that was reported to have received
the 51000 for lobbying in the Legislature?
A, I never heard,
MR, VARNEY: I didn't understand you correctly then,
MR, WEBBER: I asked him that, He sald he didn'y know,
MR, HAYFORD: I never heard who that was,
¥R, DOW: Mp, Hayford, do you know of any actual instances where
a head of a department tried to assert his right, and then, golng
to the &ovérnar and Councll, My, Runnells lnterfered, and the
department head was sgent back to mind his own businegs? Have
you heard those reports?
A, I 8o nat'iecall any such instances,
MR, DOYW: Ope more gquestion, Mr, Hayford, can you tell the
Gommittes wihat rsasons the Governor advanced in asking for
your resignaition the night that he received 1%7
A, Well, he esid he had before him this letter of Ernst & Ernet,
whicn‘you will find shown here in the aprendix to his message --
no, I am wrong, the appendix %o Ernst & Ernst's report, you
will find 1%t on Page 86, That was April 1lth., snd he had
Juet received 1% thaot day aprarenily, because that is the day
I was called in there, and he sasld: "Did you know about irregular
trengactions, the Treasury of 9¢ate checks® and so on, I sald
I di1d not know anything about it, He sald there were checks
for subgtantial amounts, one dated April 4, 1939, 3680, He said,
*¥ou dldn'¢ report that in your auwdit,* I seld, "My, Governor,
this was a test check and we missed that cheeck, we didn't find

1%.Y And that 18 true, And then he gald, "You knew about the
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prineipal setive bank account not having been reconcllediy®
And I teld him I did know about that, in faet we all knew about
thet anyway,
Q. (By #¥r.9Webber) Did you say %o him: "You know about that too"g
A, I don'y xnow, I don'y recall whether I told him he knew
about 1%, but, as a matter of fact, he did know about it, because
%@ all talked it over in his office & short time before that
when I wes making this check-up of the Bangor Hews articles,
Perhaps I didn't, I was anxious not %o antagonize the Governor
and Ceuncll, because I had thirty-three years of service and
I had made 1%t my caresr, and I did not want %o Jjeopardize it
$0 the extbent of antagonizing the Governor and Couneil, I
got a late gtart in life with my family and have a lot of
gihlldren to get %hﬁough gchool, I hed not expected to be a
candidate--
SENATOR LAUGHLIN: XYou were not appointed by them?
A, That 1s true, but they have the gay-so as %o whether you
can retire at hel? pay, It is sbsolutely in their hands,
SENATOR LAUGHLIN® Agter a certein thmef
A, XYee, Poselbly that wﬁs‘same evidence of weakness on my
part, but we are gll humen, and I d4id not feel I gould antagonize
the Governor and CQouncil. He said he thought I ought to resign,
I was the first one they asked and I hadn't thought much about
1%, I dic¢ not think it was 2¢ gerious as that. I turned to
the Council snd asked them if they fTelt the same, "Ho asay you
all, gentlemen? Did Epnst & Ernet say 1t was as serious as

that?? They sald, "Yes.® I sakd, "So say you =211, gentlemeni" and
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they all gave agsent to the &@#ernorfs word, that they
thought go, And then the rest of the éonversation ensued, where
I said I could not resign to him because I am not a axgsubive
but a legislative officer, 1 signed it and passed 1t hack %o
him, I eince wish I had written ”Bnder Protestt,
MR, DOW: Tne next to the last gentence of this letter:®ye are
informed these fTacts were known in the Treasurer's offlice? --
and then he shifted to the State Audltor -- your answer to that
is tha% you were not aware of it, these checks payable %o the
Treasurer of State? |
A, Mg, I abdhfs know about those checks,
HR, DOW: And you so0 stated that night?
A, Yes, as I recall it I stated it right thers,
MR, DOW: Was your resignation all typed out and walting for
you or did you have to wait for 1t to be typed?
A, It was all typed out and wabtlng for me, I was qulte surprised
when it was shoved across the table already prepared,
MR, DOW: Whose writing is thls on the letter here?}
A, The Governor's writing, except one or two small items I
changed where it adidn'y realiy affeet the thing, I will point
them out if you wish: “Eighty-ninth Legislature by appropriate
action~== I sald "By authority of such and such chapter®,
SENATOR LAUGHLIWN: What sbout that word "ecorrectly! -- did
you object to putting that in -- "the books cofrectly reflect"?
A, Wwell, I asked Mp,Douglas: "Do you think I can sign that?¥



81
BEVATOR LAUGHLIN: Tune dlfference is what the books show,
You say, "they correetly reflect',
A, Well, I was so sure things were all right that I 4ld not
okjeet, I should have objected,
MR, DOV: Whose writing is this at the bottom?
A, Tpat is the Governor's, I made no objectlion to that, He
gilmply sald there had been no temporary losng for elther year,
That was true and I was perfectly willing to certify that, Tpat
was ginply stating the fach,
CHATIRMAN TOMPKINS: One guestion in regard to this ehack of
43880, Could you have found that check anywey if you had
made 2 check of every item in the Controller's office?
A Yeg indeed, of course we would, I am very sure ws would,
%. (By ir,wsbber) an 8aid you were checking up on the
Bengor lews etories, Did you have any conversabtiongivith
anybody represeniting the Bangor News or Just simply checked
tine facts contalned in thelr siorlies %o gee if they were
factse?
&, We chécked the State's books mostly, ©F course we examined
gome of those facte, dome of the facts were correctly
presented and some not, I recall one in relation to the
gtate liguor money nobt being shown properly, and %the analys$
for the Bangor Hews made guite 2 point of the fact the g8tate
Treasurer showed one amount and ths State Liquor demlgsioﬁ
report showed another amount, Now that happened, ag I

underatand, from money in tranelt that had been deposited in sons
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bank or banke, gquite a number of banks posgsl bly, %o the
credit of the State of Maine, but hadn'y clesred through the
Treasury Department here, so that the State Liquor Gemmission
showed a larger amount of recelpts as of June 30, 1939 then the
Tressury showed, ap I rec;ll 1%, and that was the reason for it
G Did you talk with anybody representing the Bangor News?
A, Xeg, My, Chapman, Hr, Vaughan Chapman, came to the offlce
one day and talked to me a few minutes, He didn'y go into
much deteil, I had met him before and he had been in my
office several times, When he came in he said he was going
to check on this Auburn metfer and asked 1f I would take him
up and introduce him %o the Pecretary of State. He ssid he
had never met him, 8o I walked upsteirs with him and took
him and 1ntroduced him to Mr, Robie, That is about the extent
of my telk with him, £ never went into any great detall
in regard Lo those figures with him,
MR, NOXIES: Mr. Hayford, in comnectien with thies sinking fund

and the

reserve #f two million and some odd thousand deficlt in 18937
when Barrowsg took office, I understood that the Bitate hed at
that tine borrowed two nillion dollars on temporary loan, which
waa the full femporary borrowing capaciiy?
A, What yesr was that -- 19377
MH, NOYES® 1937, at the time of the defiocis,
A, Yes, the gtate borrowed in 1936,
HR, HOYEg: It borrowed in 1838, so when we convened in
January the temporary borrowing capaelty of the Btate was
exhaugted,
A, I cannot remember now Just how much that loan was that year,

but I think in 1936 we did negotiate a temporary loan,
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SENATOR LAUGHLIN: Oy 4ld you take it from som other fundst

HMHE, NOYES: What I sm trylng to get at: Has that temporary loan
been pald?

A, 0Oh yes, the temporary loans have &ll been pald, Ysuslly
they pay thoge back about February and March, Xou see the lean
time of year in Bgate financeeg ie October and November and

up bto Degember and sometlmes solmost bo Jenuary, according to
now prompily the citles snd towne pay thelr tsses, OFf course
five millioﬁ ollays comes in in B%ate §axes befween December 1
and Jenuery 1,

SENATOR LAUCHLIN: Wgen't any of 1% taken from funds esrmarksd
for other purposes?

A, Y¥ou mean of this deficli?

SENETOR LAUGHLIN: XYes,

&, well, in the long run no, but Lt might have been a
temporary borrowling. Hew the courdte have held thet 1f the
budged ig worked oubt and so much money comes ln and so much is
paild o8t end you balance at the end of the year, it does no%
make any difference, even 1f¥ they are carmarked funds, if you
cone out all right at the end of the year,

AENATOR LAUGHLIN: Bupposing you come out owing that money

to some funds, Supposing, Tor instance, 1% was taken from the
Hgghway Fund, 1t would be owed to the Highway Department?

A, Xea,
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Q. ‘Wasn't any taken from funds like thet and owed?
A, That deficli would reflect in the general funds of the Btate.
ME, NOYEB: Tpab defleit hes all been pald?
A, Ho deficit has besn psid; the femporary loan has been pald,
ML, WOYES: There is over one million dollars defleit then still
unpaidy
A, Yes, £1,092,000, I belleve the Evnst & Ernst report says,
ME, HOYES! How is that an assseli’
£, Well, 1% 1is an asset because you have gol to ralse the money
$o pay 1t off sometine,
8ENATOR LAUGHLIN: If it was beken from fhe genersl funds, wouldn't
1% be a deficit? It was taken, as I remember at the time,
from certain other funds for which it was earmarked and used
for another purpose,
MR, NOYEgS: If that $1,000,000 1s an asset and we pay $109,000
a year on it for the next% ten years, at the end of ten yesrs 1%
wont be an aesset., We are golng Lo pay another million and the
ginking fund reserve will dsereanse $100,000 a year until paid?
A, Tpat is right.
fit, HOYES: I used_to teach highscheool mathematics, and I
thougnt I knew,
Q. (By Mr.Vebber) Mr. Hayford, isn't 4t a fair guestlion
to esk you 1T, in your opinion, as an experienced auditor, it
is not perfectly riduculous 1o sarry that expeciation of future
realization from taxes asg an asset? Can you understand 1t asg
an audltor? Does 11 make any sgense to you?
A, Neoj; except the Statelhs committed 1tself to the program
and ls golng to collect thlis money to pay it off, therefore

I should say you might say 1t was an asset,
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MR, NOYES: I ls paying it off as fast as it ralses it, and
how is it an asset] Suppose, &8 an illustration,we take all
the beer taxes next year and pay off that defielt, we have
decressed our sinking fund'reserve by one million dollars, That
doesn' s make sense to me, I would like someons %o -explain 1%
to me,
Mr, MacNICHOL: Wnere did they get the money %o psy off those
temporary loans?
A, They take thst out of the general fund, The 8State is
pretty falrly fluéh with money when the 8tate taxes and sutomoblle
regeipts flow in, If we come out at the end of the year all right
and balance, the highway fund has not lost any money.
{biscussion between Committee members off record)
MR, DOMAHUE: Wr, Hayford, is Lt safe to say we have had wo
wrlite-ups of the assets of the State of Maine, one by the
Legislature of the Sgate of Malne and one by Ernst & Ernst
this yesar?
A, Wnat weas thait?
¥R, DOHRHUE: Two write-ups of ageeis of the State of laine,
one by the Legislature in 1937 and one by Ernst & Ernst this
year?
& The write-up you speak of by the legislaturs, they took that
out of the sinking fund. They did have assets which were
perfectly good and were belleved to be, if, as and when

collected,
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MR, DONAHUZ: I mean this two million dollars in 1937 we
owed to the ginking fund reserve that is pnow carried as an
asset of the State of Haine by legislative ametion in 1937,
being a write-up of state assets of that amount. Is that
correct?
A, Well, yes, I assume so0, because the Leglslature commited
itself to pay 1% off and sald it was golng to raise the monsy
to do 1%,
K. Let us get 1t down to this, 1f we @, The gchool
account in a town is required to be carried by law, Supgose
e town overdraws 1ts school account by $500, Dr., Fackard's
department is golng to see that 1s ralsed 1n the next year, They
have to reise 1%, In other words, it is an ascset, because thay
are going to tax their people to relse that in thelr next

comnl tment,

MH, DONAHUE: Doesn't 1t work shie way, Mr, Hayford: A reimbursement
by the State to the munlclpality of all The share of the $own,
and the following year it will be decreassed by the amount of
the overdraft for the year, That is, I understand, the State's
funde and school funds reculred by the town ingofar as the
Stete funds are concerned, if it is notx expeéded at the end

of the flscal year 1%t 1s to be kept as a running ascount, Fou
cannot lapge the balanee of the S8tate funds of the school
account into your unexpended balesnce, That is carried as a
1iability or as a debt owed to the State, Isn't it different
here where this item ls carried as an asset?

A, Well, T would think that where the State has commlilyg
iteelf to pay off this deflciency, that that would be proper

to consider that as an asset, because they provlide ways and
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raise this money and pay 1% off,
Q. (By #r.Webber) Almost as though it was an account recelvable?
A, XYes,
Q. It is an account receivable that is good and can be
collected or ecarried as an asset?
A, XYes,
MR, NOYES: If we repsal the deficlency fund of 1937, we will
immediately reduce our deprecistion reserve by one millidn
dollars?
A, XYes,

{Adjourned to Thursday, January 14, 9,30 A.¥.)
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