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Resolve further reviving and continuing the Special Commission estab-
lished TO STUDY AND INVESTIGATE THE NEED FOR ADMINISTRATION AND ReGI
lation op Health and Welfare Trust Funds in the Commonwealth
Resolved, That the unpaid special commission established by chapter one hundred

and seven of the resolves of nineteen hundred and fifty-five and revived and con-
tinued by chapter fifty-nine of the resolves of nineteen hundred and fifty-six is
hereby further revived and continued for the purpose of continuing its investigation
and study of the need for administration and regulation of health and welfare trust
funds in the commonwealth and all other questions in relation thereto that would
aid the general court in enacting any necessary remedial legislation.

Said commission in making its study and investigation may consider all the
aspects of such funds, including, but not limiting, its study and investigation
thereto, insured, non-insuredand self-administered funds, funds jointlyadministered
under trust instruments and funds providing any or all of the following benefits:
death, cash disability, hospital, medical, surgical and pension or retirement benefits.

Said commission shallbe provided with quarters in the state house or elsewhere,
shall hold public hearings, may travel within and without the commonwealth, may
sit during the session and recess of the general court, may require by summons the
attendance of such witnesses and the production of such books, papers and docu-
ments and take such testimony as it deems necessary.

Said commission during its study and investigation shall have the assistance of
such departments, boards, commissions, agents and officers of the state government
as may be requested by said commission to assist and co-operate.ate

Said commission shall report its findings to the general court at such time or
times as it may deem advisable, but in any event, shall file a final report not later
than the first Wednesday in December, nineteen hundred and fifty-seven.

Said commission may expend for expenses and legal, clerical and other assistance
the balance available in Item 0256-14 of section two of chapter six hundred and
eighty-eight of the acts of nineteen hundred and fifty-six, and such other sums as
may be appropriated therefor. Approved October 5, 1966. '

Cf)t Commontuealtf) of Massachusetts

AUTHORITY FOR THE STUDY.

Chapter 15C
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Cf)e Commontuealtl) of f^assacijusetts

FOURTH INTERIM REPORT OF THE SPECIAL COM-
MISSION ON HEALTH AND WELFARE TRUST FUNDS
IN THE COMMONWEALTH.ft

Nature and Scope op the Problem.

More than half of the people now living in Massachusetts are
directly affected by health and welfare funds. Actually, the op-
eration, control and management of these funds affects the entire
economy of the Commonwealth.

In creating this Commission the Massachusetts Legislature is
one of three pioneer States to recognize the importance of this
problem.

In Massachusetts, as well as throughout the country, the situa-
tion exists in which, under the title “Fringe Benefits,” workers
have been induced to accept, in lieu of wage increases, plans and
programs purporting to secure them, on a collective basis, against
the hazards of death, sickness, accident and old age.

Gross and flagrant abuse and opportunities for abuse of the rights
of beneficiaries in health and welfare funds, plans and programs now
existing in this Commonwealth make imperative immediate enact-
ment of legislation to regulate and supervise these funds, not alone
for the protection of millions of working people and their families,
but the economic life of the Commonwealth itself.

Masquerading under the word “Trust,” and taking advantage of
generous tax-exemption privileges granted by both federal and
state governments, many promoters of such funds threaten to
arrogate to themselves a control over the individual lives of working
people, and the economy of the State and Nation, in a manner
heretofore unknown in our American way of life.

I. Introduction.
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The roots stem particularly from the labor shortage and govern-
mental wage freezes of World War 11. As a substitute for pro-
hibited wage increases, there then began, on a tremendously ac-
celerated and ever-increasing basis, the establishment or expan-
sion of plans and programs to provide so-called fringe benefits,
involving the health, welfare and future security of employees and
their dependents.

Since World War II this practice has grown to the extent that on
cember 31, 1955, there were in force in this Commonwealth 3,100 group^
life insurance master policies covering 891,000 employees for $3,020,000,000
of life insurance. An estimated 3,639,000 people were covered by hospital
expense plans, as well as 2,996,000 for surgical expense, and 2,485,000 for
regular medical expense. The great majority of these people were included
in group employee plans. In addition, group weekly indemnity (or loss
of time insurance) covered about 665,000 Massachusetts employees, and
an additional 130,000 people in the Commonwealth had individual-policy
weekly indemnity protection. Sums totaling $175,400,000 were paid for
this coverage in 1955 and benefits in the amount of $129,000,000 were re-
ceived.

In addition to the foregoing, several hundred thousand Massa-
chusetts employees participated in pension and profit-sharing plans
with retirement features which held reserves estimated at three
billion dollars. On a national basis, it is estimated that 75,000,000
people are covered by plans and programs having aggregate reserves
of $35,000,000,000.

They are by statute specifically exempted from the insurance laws
of the Commonwealth.

There are today loopholes in our statutes, rules and regulations,
both federal and state, which permit, by the use of cleverly drawn
trust instruments, some unscrupulous administrators or trustees
manipulate the funds to their own benefit.

There is no prohibition against exorbitant salaries and outrageous
expenses, against milking, ransacking or looting of a fund by its
promoters. Despite many instances of such practices there have
been to date no convictions of known offenders. There is no re-

Many of these plans, funds and programs have been so conceived and
operated that they can avoid laws of the Commonwealth and nation.



1957.] SENATE -No. 675. 9

quirement of disclosure of the names of persons to whom payments
are being made or the amounts paid to such persons. Nothing to
prevent or prohibit self-dealing or conflict of interest situations.
There are no requirements calling for sound actuarial and invest-
ment practices. The benefits are not required to be guaranteed and
the plans can be terminated at any time. Although many of the
funds, plans and programs purport to operate as trusts, with all
that this word implies, the provisions of trust indentures and con-

tracts completely negate all fiduciary responsibility, treating the
beneficiaries as mere donees of gifts rather than as beneficiaries of

trusts with enforceable rights.

In carrying out the task assigned to it by the Legislature, this Commis-
sion since its creation in October, 1955, has interviewed hundreds of people
and has initiated many studies and investigations. It has held numerous
hearings, both public and private. It has issued subpoenas and taken
sworn testimony. It has consulted with subcommittees of the United
States Senate, the United States House of Representatives, the Insurance
Department of the State of New York, and in this Commonwealth with
the office of the Attorney General, the Department of Banking and In-
surance, the Department of Corporations and Taxation, the Department
of Labor and Industries, the Division of Employment Security, repre-
sentatives of the Massachusetts Federation of Labor and the C. I. 0.,
The Associated Industries of Massachusetts and persons representing
many labor union locals, industrial establishments, insurance companies
and banks. Subcommittees of your Commission have carried out studies
and investigations in Washington, D. C., and New York City, as well as
within the Commonwealth. A review has been made of many excellent
reports in this field as well as proposed and recently enacted legislation,
federal and state.

Our studies have established that 90 per cent of these plans are
administered exclusively by employers. The majority of the re-
maining 10 per cent are jointly and equally managed by employers
and unions; the balance exclusively by unions. Many are con-
tributed to by employees as well as by employers. Some are funded,

are on a non-funded pay-as-you-go basis. Some make provi-
sion for the payment of benefits by the purchase of insurance, while
others undertake to pay benefits directly

Your Commission, during an eighteen month extensive and de-
tailed study of the problem, submits the following concrete examples
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of two such programs. One is the joint employer-union adminis-
tered type, and the second is the unilateral administered type.

The Massachusetts Laborers Building Industry Fund and
the Massachusetts Laborers Heavy Construction Fund.

These two funds covering members of Massachusetts local union
affiliated with the International Hod Carriers Building and Common
Laborers Union were established by trust indentures dated June 16,
1952, and July 21, 1952, after collective bargaining. Each fund has
six trustees, three representing employing contractors engaged in
the building and construction industry in Massachusetts, and three
representing the union. Mr. Vincent DiNunno of Boston, inter-
national representative of the union, is chairman of both boards of
trustees. The income of the trusts is derived from employer con-
tributions of 7 cents per hour per member.

As a result of complaints received from beneficiaries alleging mis-
management and exploitation of these funds, your Commission
directed an investigation to be made and held public hearings in the
State House on October 17, 24, 25, November 2, 14, and December
4, 1956. Examination of auditors’ reports provided by the trustees
covering a period from the inception of the funds in July, 1952,
through June, 1956, established the figures contained in the follow-
ing statement prepared by Commission Counsel:

These figures are analyzed by your Commission from the point of
view of what did the beneficiaries receive during the four-year
period covered. Setting aside the dental program which will be
discussed hereinafter, they received only 34 per cent of the reported
$2,820,678.87 contributed. The word “reported” is used because
from the auditors’ reports it is not possible to say that this $2,820,-
678.87 was the full amount due from the employer
This is demonstrated by the following statement constantly re-
peated in the auditors’ reports:

11. Jointly Administered Funds.

We are unable to determine whether or not any subscribers have been delin-
quent in making contributions during the year as we have made no examination
of pay roll and other records of subscribers.
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Massachusetts Laborers Building Industry Fund
and

Massachusetts Laborers Heavy Construction Fund.
July 1, 1952 - June 30, 1956.

Total contributions
Interest income

Total income

Per Cent of
Contributions.

Expenditures,

Insurance benefits paid (6,007 claims)

Other administration expense (legal, audit,
rent, equipment, etc.)

Bank deposits (non-interest bearing)
United States bonds . . . .

In order to establish a dental program it was necessary to amend
the trust instrument. Originally the trust instrument provided for
the purchase of insured benefits only. An amendment was accom-

The Dental Program.
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plished which opened the way not alone for a dental program, but
for uninsured direct payment of all benefits.

Dr. Edmund Carp, a Boston dentist, received $321,330. 50 from
the funds during a two-year two-month period beginning April 1,
1954. For this sum a total of 1,911 people received treatment. A
copy of Dr. Carp’s contract is hereto annexed marked “A.” The
Doctor was summoned to a public hearing of the Commission. He
appeared accompanied by his counsel, Stanley Rudman, Esq.,
Boston, Massachusetts. He refused to testify under oath, giving
as reason for such refusal that the Commission was not legally con-
stituted and lacked authority to administer oaths. He consented
to answer questions of the Commission concerning his program,
provided such questioning did not tend to reveal his profits. In
accordance with such limitations, the hearing was conducted. The
transcript of this hearing is herewith filed. The following informa-
tion resulted:

Early in 1954 he was approached by Mr. Arthur A. Peisner, the
administrator of the funds, regarding establishment of the dental
program. Mr. Peisner had heard of the Doctor through dental
supply houses. Mr. Peisner suggested that the Doctor go to Wash-
ington and observe the operation of a program Mr. Peisner had been
instrumental in establishing there for the Carpenters’ Trust Fund.
The Doctor did go to Washington and he was impressed with what
he observed, both as to operation and financial arrangements. He
confided his interest to Mr. Peisner and was thereupon presented
with the aforementioned contract.

At about the same time Mr. Peisner introduced him to Mr. Max
Gilbert of Washington to whom the Doctor gave a power of attor-
ney over his checking account, and who made all payments there-
from and kept all books, including preparation of the Doctor’s tax
returns.

Originally the Doctor established offices in Boston where he em-
ployed five dentists at $5 per hour, and in Springfield and New
Bedford where he had a contract arrangement, $250 per month for
Springfield and $375 per month for New Bedford. Ultimately he

as follows;established a total of nine office
Dr. Isadore Siskind
264 Essex Street

Dr. Edmund Carp
171 Tremont Street
Boston, Massachusetts Lawrence, Massachusetts
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Dr. H. Milton Fielding Dr. Milton S. Glassman
32 Franklin Street 1191 North Main Street
Worcester, Massachusetts North Randolph, Massachusetts
Dr. Irving H. Garber Dr. Mervin Weitz
447 Broadway 129 Concord Street
Lynn, Massachusetts Framingham, Massachusetts
Dr. William Gallagher Dr. Charles A. Forbush
40 Church Street 24 North Street
Winchester, Massachusetts Plymouth, Massachusetts

Dr. Leonard Cohen
345 Union Street
New Bedford, Massachusetts

Inquiries as to his financial arrangements with the offices subse-
quently added was objected to as tending to establish the Doctor’s
profits.

About the time this Commission received the complaints con-
cerning the administration of the funds, which included specifically
complaints about the dental program, the Commission later learned
that Mr. Peisner went to Representatives of the Massachusetts
Dental Society advising them that the trustees were concerned
because not enough people were availing themselves of the benefits
of the dental program. At his request a conference was arranged
following which Dr. Carp’s contract was permitted to expire.
Thereafter, your Commission was told, the Dental Society set up a
program under which beneficiaries would be free to go to dentists of
their own choosing and receive treatment at fees not to exceed a
schedule set up by the Society. Your Commission was further
advised that so many people availed themselves of this opportunity
that at the fees charged, sums in excess of $134,000 were expended
therefor within a three-month period. The program was cancelled.

The Administrator.

In 1947 Mr. Arthur A. Peisner of Washington, D. C. was, and
for three years prior thereto had been, an employee of the General
Accounting Office. Before that time he had worked for the War
Department and had been a clerk in the Census Bureau. His em-
ployment with the General Accounting Office terminated June 30,
1947, and the next day he was hired as administrator of the Painter’s
Trust Fund in Washington at a salary of $9O a week.
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Thereafter he met with great personal financial success in the
field of administering health and welfare funds in the Washington,
D. C., area to the extent that by March 31, 1954, he was the ad-
ministrator of nine funds there. Over this period administration
fees for these 9 funds totaled $274,787.45.

Another indication of his personal advancement is contained in a
letter he addressed to Mr. Vincent DiNunno of the Laborer’s Union
in Boston, dated May 12, 1952:

The administrative organization (Arthur A. Peisner and Associates) now pro-
vides administration for trusts and satellites covering more than 50,000 people.

In addition to his administration activities, he also maintained
law offices in Washington, stated that he was a general agent for the
Union Labor Life Insurance Company in the Washington area, and
was instrumental in founding and was a trustee of the Washington
Laborers’ District Council Medical Center. He had devoted a
great deal of his time and efforts to this latter organization, for
which up to December 1, 1945, he had not accepted any compensa-
tion, though on the records of the Medical Center substantial re-
muneration was due him.

Late in 1951, or early in 1952, he set about expanding his opera-
tions beyond Washington. For this purpose he engaged the services,
on a commission basis, of Mr. Faust Moreschi, son of the Inter-
national President of the Hod Carriers and Laborers Union, and
himself an international officer and trustee of the Laborers Wash-
ington Trust Fund; also engaged were the services of Mr. Leo
Nazdin another Laborers Union official and trustee. He paid
these two people commissions amounting to $45,000 for their serv-
ices. They helped him to get funds to administer in Baltimore,
Boston and Providence. Their services in connection with the
Boston and Providence funds consisted of introducing him to Air.
Vincent DiNunno of Boston.

The foregoing information was supplied to a subcommittee of your
Commission at Washington, D. C., by the Committee on Education
and Labor, House of Representatives. It may be found published
in Part II of that Committee’s report.

Your Commission issued a summons for Air. Peisner’s appearance
at a public hearing at the State House, October 17, 1956. He failed
to appear. Thereupon your Commission caused to be summoned
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all of the trustees of both Massachusetts Laborers Funds. They
appeared, accompanied by counsel, Jarvis Hunt, Esq., of Boston,
Massachusetts, Bernard Helman, Esq., of Boston, Massachusetts,
and Joseph A. McVeigh, Esq., for the employer trustees, and Robert
M. Segal, Esq., of Boston, Massachusetts, for the union trustees.

Mr. Vincent DiNunno, chairman of the board of trustees of both
funds, testified under oath. He stated that the trustees had made
repeated efforts to prevail upon Mr. Peisner to co-operate with the
trustees and to appear before the Commission; that such efforts
were futile; that finally, after receipt of a telegram from Mr.
Peisner requesting to be relieved of his duties, the trustees voted to
discontinue his services. Mr. DiNunno stated that the trustees
engaged Mr. Peisner as administrator because among other con-
siderations he was the low bidder after competitive bidding. A copy
of the contract awarded Mr. Peisner is hereto annexed, marked B;
also annexed, marked C, is a copy of Mr. Peisner’s bid. Noteworthy
in connection with the alleged competitive bidding is the fact that
all other bids examined by the Commission were dated weeks, and
in some instances months, after the date of Mr. Peisner’s bid and the
date of the contract awarded to him; also to be noted is the fact
that the contract awarded was not and did not purport to be an
acceptance of the bid of Mr. Peisner. Many discrepancies increasing
the cost to the fund may be noted between the bid of Mr. Peisner
and the contract as awarded.

On November 2, 14, and December 4, 1956, during the recess of
the General Court, three days of public hearings by the Commission
were consumed in receiving testimony from Mr. DiNunno. It is the
unqualified opinion of the Commission that this testimony was com-
pletely and thoroughly evasive.

mony in the transcript which isAttention is called to his test
filed herewith.

s IBrokei

the insurance carrier entered intoUnder date of January 1, 1953
group commission agreements with George Swartz of Boston as

broker on the Massachusetts Laborers Funds Policies. A copy of
the agreement is hereto attached marked D. On June 23, 1953, the
insurance carrier addressed the following letters to the trustees of
both funds notifying them of the designation of Mr. Swartz as the
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agent of record of the funds policies with the company in accordance
with instructions given by Mr. Peisner.

June 23, 1953.

Trustees, Massachusetts Laborers Heavy Construction Fund, SO Newbury Street, 'y
Boston, Mass.

Re: Policies G-629, AH-982, ADD-983, USD 11-984.
Gentlemen: This will confirm the designation of Mr. George Schwartz of

294 Washington Street, Boston, Massachusetts, as the agent of record under the
above-designated group policies issued by our Company to your Fund, effective
as of January 2, 1953, in accordance with the instructions given to me over the
telephone by Arthur Peisner, your administrator. We are so marking our records
and will proceed accordingly.

Very truly yours,

Joseph P. McGaer.

June 23, 1953

Trustees, Massachusetts Laborers Building Industry Fund, SO Newbury Street,
Boston, Mass.

Re: Policies G—63o, AH-985, ADD-986, HSDH-987.
Gentlemen: This will confirm the designation of Mr. George Schwartz of

294 Washington Street, Boston, Massachusetts, as the agent of record under the
above-designated group policies issued by our Company to your Fund, effective
as of January 2, 1953, in accordance with the instructions given to me over the
telephone by Arthur Peisner, your administrator. We are so marking our records
and will proceed accordingly.

Very truly yours,

Joseph P. McGaer.

The following schedules prepared by the insurance company
show commissions paid by the company on the funds policies to
George Swartz in the total amount of $8,660.92, and to John J.
Gallagher in the total amount of $40,286.86.
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Ihe sworn testimony given by Mr. DiNunno before the Com-
mission, December 4, 1956, must be considered in the light of these
letters and schedules. This testimony is reported on page 189 of
the Transcript of testimony before the Commission, as follows:

Mr. Madden. —So that it does come to you as news this morning that the
lompany paid brokers’ fees in that amount
Mr. Segal. How much?
Mr. DiNunno. I didn’t get the entire amount from the company, but to

my great surprise I find out during this week-end that there was a brokerage in
the company and some brokerage fee was paid.

Mr. Madden. ould it be news to you, Mr. DiNunno, that $8,670.72 of
that amount was paid to a broker named George Swartz here in Boston?

Mr. DiNunno. That I found out this week-end too for the first time.

On June 29, 1954, George Swartz executed and acknowledged
assignments of commissions on the funds policies to John J.Gallagher
of Silver Springs, Maryland. Copies of same are hereto attached
marked E and F. Reprinted herein from page 505 of Part II of the
report of the United States House Committee on Education and
Labor is the following significant testimony given at Washington,
D. C., December 1, 1954:

Mr. Pbisner. . . . Actually Mr. Gallagher owes me well over 12,500 for addi-
tional amounts of money that I have lent him periodically. Now, the explanation,
John Gallagher and I became very close friends. Over 2 years ago we found out
that he was suffering from cancer, and that is the time when I determined since
we had been such close friends, in your lifetime you probably develop extremely
intimate friends who could be counted on the fingers of one hand. He is such a
one as far as lam concerned. He has three children and a wife, and I determined
that I would do everything in my power to secure some sort of income for him,
even so that particularly in the form of insurance the income would continue.
He has Hodgkins’ disease, and at the present time he is in Mount Alto Hospital,
and I was at his wife’s house last night, and he is probably in extremis right now.

Mr. McCabe. Those figures appeared in your records.
Mr. Peisner. They were charged, you will point out that they were charged

to my drawing account, and they are part of my own profit, share of the profits,
which I drew in the form of checks, and in fact 6 months ago Gallagher moved into
i house, and I paid the money for the down-payment on the hous-

Mr. McCabe. And in your records it is also indicated that Mr. Gallagher
has been designated as the broker of record for insurance for a number of th
unions for which you administer these funds,

Mr. Peisner. That is right.
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The Commission can but wonder why it was necessary to lend
$2,500 to one who at the same time in less than 13 months received
commissions in excess of $40,000 on the policies of these two Massa-
chusetts funds alone. The insurance carrier has advised the Com-
mission that they believe Mr. Gallagher died early in 1955.

On November 8, 1956, after the commencement of the public
hearings of this Commission, Mr. Swartz withdrew as broker of
record of the funds policies by means of the following letter:

George Swartz & Co.
Insurance of Every Description

4 Washington Street, Boston 8, Ma

November 8, 1956

Mr. Joseph P. McGarr, The Union Labor Life Insurance Co., WO East 70th St.
New York 21, N. Y.
Dear Mr. McGarr: Effective October Ist, 1956,1 am withdrawing as broker

of record on the following Group policies;
G6-29 ADD-983 AH-982 HSDHS-984
G6-30 ADD-986 AH-985 HSDHS-987

I hereby release all rights which I may have to the commissions due to me as
broker of record on these policies, effective October Ist, 1956.

Very truly yours,

/s/ George Swartz.

Mr. Swartz was interviewed by Commissioner Rawson and Com-
mission Counsel on December 3, 1956, in the presence of his at-
torney, Joseph Schneider, Esq., of Boston, Massachusetts. Mr.
Swartz confirmed the fact that he was the broker of record for the
funds policies; that he did receive $8,600 odd dollars in com-
missions on the policies; that he did make an assignment of rights
to commissions and fees under the policies to Mr. Gallagher and he
did withdraw as broker.

Administration Allowance

On June 30, 1953, the insurance carrier addressed the following
letters to Mr. Peisner:
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June 30, 1953.

Mr. Arthur A. Peisner, 718 sth Street, N W., Washington, D. C.
Re: Massachusetts Laborers Building Industry Fund Policies G-630, AH-985,

ADD-986, and HSDHS-987

Dear Mb. Peisner: This is to confirm the fact that you have been retained
by The Union Labor Life Insurance Company, effective January 2, 1953, to per-
form certain services and functions in behalf of said Company relating to the ad-
ministration of the group policies issued to the Massachusetts Laborers Building
Industry Fund, viz.: securing of individual application cards and checking same
for accuracy, processing changes of beneficiary, processing and issuance of dupli-

ate certificates, processing changes of name, preparation of record cards, prepara-
ind payment of claims, investigation of
and terminations, preparation of pre-
in each year, and such other services
icing by the Company.

tion and mailing of certificates, processing-
claims, preparation of records of addition:
mium reports, summarizing age distribut;
as may be required in assuming proper serier

paid a retainer equal to 3 per cent (in
d) of the premiums paid to the Com-

For performing such services you will be
lieu of M/ 2 per cent, as previously indicat
pany by the said policyholder until further notic

Very truly your

The Union Labor Life Insurance Co,

By

June 30, 1953

IF., Washington, D. C.Mr. Arthur A. Peisner, 718 sth Street, N

truction Fund Policies G—629, AH-982,Re: Massachusetts Laborers Heavy C
ADD-983, and HSDHS-984.

mi

n the fact that you have been retained
iany, effective January 2, 1953, to per-
il! of said Company relating to the ad-
to the Massachusetts Laborers Heavy
vidual application cards and checking
beneficiary, processing and issuance of
of name, preparation of record cards,

Dear Mr. Peisner: This is to confin
by The Union Labor Life Insurance Comf
form certain services and functions in belli
ministration of the group policies issued
Construction Fund, viz.: securing of indi
same for accuracy, processing changes of
duplicate certificates, processing changes
preparation and mailing of certificates, processing and payment of claims, in-
vestigation of claims, preparation of records of additions and terminations, prep-
aration of premium reports, summarizing age distribution each year, and such
other services as may be required in assuming proper servicing by the Company
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For performing such services you will be paid a retainer equal to 3 per cent
(in lieu of 4p£ per cent, as previously indicated) of the premiums paid to the Com-
pany by the said policyholder until further notice.

Very truly yours

The Union Labor Life Insurance Co,

By

Concerning this retention of Mr. Peisner by the insurance com-
pany, the company advised this Commission by letter dated Decem-
ber 3, 1956, as follows;

As yet we have not been able to locate any communication which might indi-
cate whether or not the trustees of the respective funds might have been advised
by our company, or any indication on their part that they wr ere aware of the fact
that Arthur A. Peisner was being paid by our company for doing certain work in
behalf of our company and which ordinarily would be done by our company in

mnection with these policie!
We have not had too much time to go through all of the considerable files in-

volved and read every letter received or sent out in order to secure the informs
tion you have requested.

The following schedule prepared by the company shows adminis-
tration expenses paid by it to Mr. Peisner during 1953, 1954 and
1955:

These payments total $33,623.29. They were, in large part,
payment for the same services for which the funds at the same time
were paying Mr. Peisner $45,000 per year. Significant in this
regard is the following portion of paragraph 12 of the Peisner Con-
tract with the trustees (Exhibit B) to which the attention of
counsel for the trustees was directed by Commission Counsel at
the public hearing, December 4, 1956. This provision reads as
follows:

It is understood that in the event that the trustees shall select an insurance
impany will process and pay beneficiary
the above payment schedule will be re-

plan under which terms the insurance c(

claims in lieu of the administrator, then
duced accordingly after negotiation.

commenced prior to December 4,Such negotiations had not been
1956.



1957 SENATE No. 675 23

CO

oo

CO

CO

5-~

00



SENATE No. 675. [Apr.24

Of further significance is again the sworn testimony of Mr.
DiNimio, December 4, 1956, reported on pages 197-198 of the
transcript of testimony:

Mr. Madden. When you talked with the representatives of the insurance
carrier and they advised you this past week-end that some payments were made
to Mr. Peisner, you didn’t ask them for the total amount?

Me. DiNunno. They discussed the amount, but I didn’t I didn’t put
them out in paper, I didn’t write them. They told me the amount. I mean, what-
ever they was.

Mr. Madden. So that the figure of three per cent of the premiums could be
correct?

Mr. DiNunno. —lf you got them from the company, they must be. They
are the ones doing business, not me. If it is three, four, two

Reserves.
Concerning the funds reserves as set forth hereinabove two fact

are worthy of comment.
First: In excess of $200,000 was continuously kept on deposit in

non-interest bearing checking accounts in two banks. Such practice
could hardly be considered advantageous from the beneficiaries’
standpoint. Also noted without
the fact that Walter J. Reed, one
also as a President and Director
where in excess of $lOO,OOO of the
of two years without interest.

favor by the Commission was
of the employer trustees, served
of the Everett National Bank,
fund was deposited for a period

Second: The size and percenta ;e of the funds’ accumulated re-
serves, $856,788.47, 31 per cent of reported contributions, when
considered in connection with the amendment to the trust instru-
ment permitting direct payment of benefits on an uninsured basis,
and in connection with chapter 636 of the Acts of 1955, removing
the funds from the protection of the insurance laws of the Common-
wealth, must at least be considered consistent with a plan and in-
tention on the part of the funds’ trustees to engage in so-called
self-insurance.

In this connection, standing out as warning beacons are the
following exculpatory clauses noted in the trust instruments of the
funds:

8. ... Nor shall any trustee be liable for negligence or for any act or omission
except for his own wilful misconduct. The trustees shall be protected in acting
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upon any instrument or document believed to be genuine, and shall be protected
m relying and acting in good faith upon the opinion of legal counsel in connection
with any matters pertaining to the administration of the trust.

17. No contributing employer or the union or any employee entitled to insur-
ance benefits hereunder, or any person claiming by, through or under any of them,
shall have any right, title or interest in or to the Trust Fund, herein created, or
any part thereof; provided, however, that any employee entitled to benefits under
any policy of group insurance shall be entitled to such rights as are conferred to
him under the terms and conditions of said policy, and in the event of the ter-
mination of the Trust herein created, no part of such fund shall revert to the
employer, the union or any employee except in the form of Health and Welfare
benefits.

All of the foregoing from the amendment of trust instruments, the
alleged secret commissions, brokerage fees and administration allow-
ances, the fantastic dental program, the dubious reserve policy to
the pitiful 34 per cent insured benefits paid to the beneficiaries,
when considered in the light that the contributions to these funds
were in equity and good conscience truly benefits earned by the
members, it is indeed a frightful condition demonstrating the cry-
ing need for adequate regulation and supervision in this field, if
free American working people are not to be deprived of the fruits of
their labors. Surely it must still be true in Massachusetts that
“the laborer is worthy of his hire.”

General Electric Program

sentatives of the International
chine Workers A. F. L.-C. I. O.

On September 27, 1956, reprc
Union of Electrical, Radio and M;
appeared before a hearing of thi
for the group was Mr. John H.
York, chairman, National General
remarks of Mr. Callahan were cont

? Commission. The spokesman
Callahan of Schenectady, New
Electric Conference Board. The
ained in a written statement sub-

mitted to the Commission, a copy of which is hereto annexed
marked G.

After this hearing the General Electric Company requested an
opportunity to appear before the Commission, which opportunity
was given at a hearing held December 19, 1956. Spokesman for
the company was Mr. E. S. Willis of New York City, General Elec-
tric consultant on benefit plans; also present at this

111. Unilaterally Administered Funds.
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hearing was Mr. Joseph Swire of Washington, D. C., I.U.E. em-
ployee benefits consultant.

At the outset it must be noted that this is a vast program, cover-
ing hundreds of thousands of employees and dependents through-
out the United States; 36,600 of these people are employed by the
company in Massachusetts. The net premiums for the insurance
plan alone for the year 1953 amounted to $28,124,945. The em-
ployees contributed $14,352,732 and the net cost to the company
was $13,772,213. The General Electric pension plan established in
1912 was at the end of 1953 participated in by 92 per cent of all the
company’s eligible employees. The General Electric Pension trust
established in 1927 held assets of $504,659,026 at the end of 1953.
Dining 1953, $57,886,444 was paid to the pension trust by the
company, and $23,257,178 was paid in by employees.

Included in Mr. Callahan’s statement to the Commission was
the following:

Dividends in General Electric have been substantial. In 1953 it amounted to
HYz million. We feel that our people are entitled to some share. Their contribu-
tion in 1953 exceeded that of the company. Yet, General Electric kept the entire
dividends.

On the basis of figures set forth in General Electric’s “Report to
Employees” of 1954, everything contained in this quotation is
accurate.

It is the practice in group insurance to pay premiums in advance
based on an estimate of the costs to be incurred during the policy
year. Such estimates are usually high. The size of the dividend
at the end of the policy year is in large part determined by the
actual experience under the policy.

On the figures reported by General Electric the advance deposit
amounted to $34,364,087, and the refund of excess deposits to
$6,239,142, for a net cost of plan amounting to $28,124,945. Of
this net $28,124,945 the employees contributed $14,352,732, which
is one half the cost after the dividend credit.

The December 19, 1956, hearing of this Commission presented a
unique opportunity to obtain at once the views of both labor and
management regarding legislation in this field. At this hearing
both Mr. Swire, representing the union, and Mr. Willis, represent-
ing the company, agreed that there should be state legislation in
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this field; that the legislation should be of the disclosure type;
that on insurance plans the information to be disclosed should be

1. The total gross payment by the company.
2. The total gross contributed by employees
3. The retention by the insurance company.
4. The amount set aside by the insurance company for reserve;
5. Commissions or special fees paid.
In addition to the above, Mr. Swire felt that such a breakdown

should be on each individual coverage. Mr. Willis did not agree
on this point.

Also at this meeting both Mr. Swire and Mr. Willis advised that
their organizations would co-operate fully with the Commission if
it wished to make a detailed study of the General Electric employee
benefit programs. Such a study has been commenced. On Decem-
ber 28, 1956, a subcommittee of the Commission met with repre-
sentatives of the General Electric Company and of the Metropolitan
Life Insurance Company at the General Electric offices in New
York City. We were provided with copies of a large amount of
basic material, including copies of the pension and insurance pro-
visions of the collective bargaining agreement, the insurance plans,
the pension plan, the pension trust, and reports of certified public
accountants and actuaries. On the basis of our studies to date we
are seriously concerned, from the point of view of the public in-
terest, with many exculpatory clauses found in the Pension Trust
indenture.

These exculpatory clauses authorize or provide for
1. Investments of whatsoever character as the trustees in their

sole discretion may determine, and irrespective of any statutes,
court decisions or rules of court now or hereafter in effect restricting
the class of investments or reinvestments for trustees generally.

2. Investment in obligations or securities of the company itself
or any of its affiliated companies.

3. The right to retain in cash and keep unproductive of income
such portion of the fund as the trustees may deem advisable.

4. The right to vote as the trustees see fit on any stocks, bonds or
other securities held by them.

5. The right to be relieved of responsibility for their actions if in
acting they relied on the opinion of counsel, including company
coun
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6. Limitation of trustees’ liability to acts done in bad faith and to
the extent that there are funds available in the trust.

7. Inspection of books of account of the trust only by persons
designated by the pension board or by the company.

8. Approval of the accounts of the trustees only by the company
or the pension board, and relief of the trustees from all liability for
such accounts to any one upon such approval.

9. Termination of the plan at any time by the board of directors
of the company, and satisfaction of all benefits thereunder on such
termination by distribution of the then balance on hand.

10. Relief of trustees from accountability for benefits or distribu-
tions or other pecuniary or material profit or advantage received by
them.

This Commission is gravely disturbed by these exculpatory
clauses in the light of the famous “prudent man rule” which has
governed the administration of trusts in this Commonwealth and
nation for more than a century, and which was originally laid down
in 1823 by the Supreme Judicial Court of Massachusetts. (Harvard
College v. Amory, 26 Mass. (9 Pick.) 446.)

A trustee must observe how men of prudence, discretion and intelligence man-
age their own affairs, not in regard to speculation, but in regard to the permanent
disposition of their funds, considering the probable income as well as the probable
safety of the capital to be invested.

We are further disturbed by the vague status given to the rights
of the beneficiaries in this vast program under the collective bargain-
ing agreement existing between the company and the union as
manifested by the following language contained therein

Title 11, section S (a), page 16. ■— The Company may at its option establish the
revised Insurance Plan under (1) a group insurance policy or policies issued by an
insurance company or companies selected by the Company; (2) self-insurance;
(3) a Trust or Trusts established by the company; or (4) any combination of such
methods; and shall have the right to change from time to time such methods or
the insurance carrier or carriers, or the Trust or Trusts.

Title 111, section 1, page 23. The establishment and continuation of the
amended Pension Plan, as provided herein and as set forth in Exhibit C, are con-
tingent upon and subject to obtaining and retaining such approval of the Com-
missioner of Internal Revenue as the Company may deem necessary to establish

(а) The deductibility for income tax purposes under section 404 (a), or other
applicable provisions of the Internal Revenue Code, of any and all payments made
by the Company under the amended Pension Plan; and

(б) The exemption from tax under the provisions of section 501 (a), or other
applicable provisions of the Internal Revenue Code of the General Electric Pen-
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sion Trust to which payments are to be made by the Company under the amended
Pension Plan.

Finally, considering the interest of the public at large as well as
that of the beneficiaries we are concerned with the following state-
ment by Mr. C. Canby Balderston, Vice Chairman of the Board
of Governors of the Federal Reserve System; 1

Senator Allott. Would you say, believing that I agree with you completely,
because of the great growth of these funds in these particular sources, that there
could be a likelihood that over a period of years such trust funds would in effect
be the ultimate controlling factors of industry?

Mr. Baldekston. I am no prophet, but it seems to me that the pension, health
and welfare plans that have grown up since the depression of the thirties represent
a new channel of investment. Increasing proportions of our capital funds will
tend to be tunneled through these plans.

Senator Allott. In the control of business.
Mr. Baldekston. Yes; in so far as investment control leads to operating

control.
Senator Allott. Are they not also at the present time one of the greatest

and one of the most ready sources of capital for industry?
Mr. Balderston. If you include insurance companies, I should think the

answer would be in the affirmative.
Senator Allott. With this growing in proportion rapidly with the matter

we are discussing.
Mr. Balderston. Yes, sir.

A. I EDERAL.

At a hearing of this Commission attended by representatives of
the Associated Industries of Massachusetts, it was suggested that
existing legislation already provided adequate regulation in this
field; that this regulation could be found in the Labor Manage-
ment Relations Act, 1947 (the Taft-Hartley Act), the Internal
Revenue Code of 1954, and the Securities and Exchange Act. We
have reviewed these acts. They are completely inadequate.

1. The Taft-Hartley Act.
Commenting upon the inadequacy of the Taft-Hartley Act, Rex

A. Ceilings, Jr., Esq., Chief, General Crimes Section, Criminal
Division, Department of Justice, had this to say: 2

IV, Existing and Proposed Legislation.

mate Sub-Committee Report
Senate Sub-Committee Repc

Page 898, Part 3, United St;

Pages 902 and 905, United !
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We have strong doubts that existing Federal legislation is adequate to cope with
the problem of conserving welfare and pension funds for the exclusive use of the
employee benefit

annual audits of trust funds. You might
immittee on labor and social security legis-

Section 302 (c) (5) does provide for
be interested in the comments of the c
lation of the Association of the Bar o
provision. That committee stated

the City of New York in regard to that

in 302 are inadequate. The section merely
audit.” This provision may be complied
the persons to whom payments are being
ons. Thus the annual audit will not fur-

the disclosure provisions of sect!
requires the submission of “an annual
with without disclosure of the names of
made, or the amounts paid to such pen
nish the information necessary to determine whether excessive administration
charges are being incurred, or whether there is self-dealing by administrators of
the funds involved. Furthermore, the provision that the annual audit must be
available for inspection at the principal office of the trust fund does not assure
proper disclosure of the audit to all interested persons.

The Internal Revenue Code of 195J.
Mr. Harold T. Swartz, Director, Tax Rulings Division, Internal

Revenue Service, has made the following comments on the adequacy
for regulatory purposes of the Internal Revenue Code; 1

In seeing that the taxes levied by Congr
not seek to act as a regulatory agency.

are paid, the Revenue Service doi

I would like to emphasize that the prin
Service is the collection of Federal taxes. T
revenue taxes so imposed. The collection <
nearly 95 million tax returns. Obviously,
of these returns. We must channel our lin
which are believed to be the most product
of our time can be devoted to examining ii
by exempt organizations.

incipal function of the Internal Revenue
There are more than 70 different internal-

m of these taxes involves the processing of
ily, we can neither examine nor audit all
limited examining manpower to the items
ictive. Accordingly, only a small portion

; into the annual information returns filed

and Exchange A c
The whole theory of the Securi

that the investor in securities sh
formation about what he is pure’

ties and Exchange Act is primarily
all be furnished with accurate in-
rasing. It has little or no present

application in the field of health and welfare funds. That this is
so is demonstrated by the following statements made by Mr. A.
Jackson Goodwin, Jr., Commissioner, Securities and Exchange
Commission, and Mr. Lawrence M. Green, Assistant Director,
Division of Corporate Regulation: 2

The Securitic

Pages 838 and 847, United
Sub-Committee Reportand 946, I
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Mr. Greene. The pension funds, such as we have been discussing, which
are qualified as tax-exempt trusts under the Internal Revenue Code, are excluded
from the Investment Company Act and are not regulated under that statute.

Senator Allott. To bring this thing back into focus a little bit, to be sure
we are eliciting material which is pertinent, isn’t it a fact that, generally speaking,
the Securities and Exchange Commission would come into this particular field
only by accident, so to speak, by virtue of the fact that, for example, in some of
these plans stock is offered?

Mr. Goodwin. That is right

4- Federal Reserve Regulation F.
This regulation applies to the Trust Departments of the National

and State Bank members of the Federal Reserve System. It con-
tains many provisions requiring fiduciary responsibility in the con-
duct and operation of the trust departments of member banks. It
specifically prohibits trust investments that involve conflicts of in-
terest or self-dealing unless expressly required by the trust instru-
ment. In commenting upon its application to welfare and pension
trusts, Mr. Balderston made this significant comment

“Many of the instruments creating such trusts” welfare and pension trusts
■ “do not give to the bank trustee full and uncontrolled discretion as to invest-

ment decisions. It is not uncommon for the instrument creating a pension trust to
name a bank as trustee or agent, but to center all authority over investments in a

group of individuals. The bank acts as custodian for the trust property and per-

forms a variety of ministerial duties, but it has no discretionary authority over the
broader phases of investment administration

“In these situations the influence of supervisory authorities on investment admin-
istration is, of course, negligible.

“In summary, the Board recognizes that pension and health and welfare funds
are growing rapidly in volume and in significance. The very magnitude of those
funds tends to create troublesome problems. To a considerable degree the possi-
bilities of abuse stemfrom the provisions of the trust instruments themselves.”

The same observation can be made with equal accuracy concern-

ing State Bank regulations.
5. United States Senate Bill No. 3873.

#) Tpis pin, the result of a United States Senate Sub-Committee’s
study and investigation, was introduced in the Senate of the United
States May 17, 1956, under the jointsponsorship of Senator Douglas,

Senator Ives and Senator Murray. It provides for registration,
reporting and disclosure of employee welfare and pension benefit
plans It contains stiff penalties for violations of its provisions.
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Commenting on this Bill, Senator Douglas stated:
“This is not a regulatory bill. It is only a disclosure bill. We who sponsor it

hope that the healing qualities of sunlight on these plans will eliminate the abuse
and make it unnecessary to go further.”

6. Presidential Message to Congress
Included in President Eisenhower’s budget message to Congress

January 16, 1957, was the following recommendation:
“.

. . legislation should be enacted to require the registration of employee pen-1
sion and welfare funds to protect the interests of the beneficiaries.”

B. Stati Legislation.

1. New York Slate.
Act of 1956, the Mitchell-Hollinger
4-18-56), became effective in the

1, 1956. It followed two years of

The Employee Welfare Fund
Law, (L. 1956, ch. 774, appvd
State of New York September
intensive study and investigation by the New York Insurance
Department, of health, welfare and pension funds in the manage-
ment of which labor unions participated.

The following comments concerning it appeared in the February 1,
1957, issue of the pension and profit-sharing report published by
Prentice-Hall, Vol. XVII, No. 16:

In New York, Gov. W. Averell Harriman noted that the law the Mitchell-
Hollinger Law (L. 1956, ch. 774, appvd. 4-18-56) does not now provide for the
supervision of some 900 self-insured pension plans with assets over 14 billion.
“This gap should be closed,” he asserted. At the same time, he called for “a
restriction on the proportion of a funds assets which may be invested in the spon-
soring employer’s own securities.”

State of Washington
The State of Washington was the first to enact legislation covering

employee welfare trust funds. This legislation is contained in
Chapter 8, Laws of 1955, which became effective June 23, 1955. i

This act does not cover non-trusteed plans, where the benefits'
are paid directly by the employer; also specifically excluded are
funds where a bank is trustee.

3. Massachusetts.
The dangers existing in this field from lack of regulation are

demonstrated by the following letter;
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January 16, 1947

Basil Collins, Vice President, Old Colony Trust Company, 1 Federal Street,
Boston 6, Massachusetts.
Dear Sir: The communication dated January 6 which you addressed to

Hon. Charles F. J. Harrington, Commissioner of Insurance, has been referred to
the undersigned for answer.

As you probably know, sections 39, 40 and 41 of General Laws, chapter 32,
spell out a plan which may be inaugurated by an employer for the purpose of pro-
viding annuities, pensions or endorsements for his employees. Such a plan is on
a joint contribution basis and is under supervision by the Commissioner of Insur-
ance to whom an annual report must be made. Property of such an association
and contributions of employees to it are exempt from taxation. Employees’ rights
are non-assignable.

These sections of the General Laws, chapter 32, are permissive and do not pre-
clude the inception of a fund by an employer for a similar purpose, provided that
there is no life contingency contained therein (see General Laws, chapter 175, sec-
tion 118).

It is proposed by the plan referred to in your letter that your bank be custodian
and that it also supply certain investment services.
If there is no guaranty by the bank to pay benefits to employee members, and

no guaranty by the employer or employers to pay more than his or their normal
contributions, and there is no life contingency as described above, we could not
say that there is any insurance or annuity contract involved, in that the plan is
entirely voluntary on the part of the employer and is a pure gift to the employee
members.

Employee benefit plans insured by life insurance companies are drafted mainly
on the basis of supplying benefits to employees or their beneficiaries where there
is a life insurance feature and their flexibility is normally towards the employee
for whose benefit the plan is adopted. Under such plans the employer functions
only as a premium payor, although on a contributory plan the employer makes
the deductions from employees’ wages for payment to the insurance company,
and the whole assets of the insurance company are available to the insured employ-
ees, thereby providing a stability and certainty of payment that a self-insurer
cannot supply. Benefits under such a plan are guaranteed, and the policies or

contracts are issued on forms which have received the prior approval of the In-
surance Commissioner as required by law. The financial affairs of domestic life
insurance companies are examined by this Department at least once in every three
years

As the plan referred to in your letter proposes that your bank act only in a
fiduciary capacity, that is, as custodian and investor, the fund contributed by the
employer is the only available asset to withstand the loss experience of its mem-
bership. Under similar circumstances a life insurance company has a spread of
its risks which tends to level off its exposure. Massachusetts’ experience has been
that no life insurance company has ever encountered financial difficulties.

As stated above, the plan referred to in your letter of January 6, 1947, and to
which this comment is limited, is purely voluntary on the part of the employer
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and is a gift to the employees, and in our judgment contains no contract to pay an
annuity or to furnish life insurance.

Very truly yours,

E. Curry,
Counsel.

( b) Chapter 636 of the Acts of 1955 specifically exempted welfare
and pension trust funds from the insurance laws of the Common-
wealth.

(c) General Laws, chapter 63, section 20, requires life insurance
companies to pay annually an excise of 2 per cent on all new and
renewal premiums received during the preceding calendar year
for all policies allocable to this Commonwealth.

(d) General Laws, chapter 62, section 8 (i), (j) ,
exempts from

the income tax laws of the Commonwealth payments made by
employers to welfare and pension trusts and the income of such
trusts.

(e) Pending House Bill No. 1619 is a resolve which calls upon
this Commission to make an immediate study of the subject matter
in chapter 87 of the Resolves of 1956. Chapter 87 directed this
Commission to consider the subject matter of “Current document
numbered 1617, to permit health and welfare contributions to joint
trust funds by cities and towns.” In view of the matters set forth
above, and until the enactment of legislation for the protection of
the interest of beneficiaries in such funds, which protection does
not now exist, we recommend that this Commission be given further
time to consider this subject matter.

The lives, well-being and future security of millions of citizens
of this Commonwealth are vitally affected bjr health and welfare
plans, funds and programs. These funds involve the collection,
management, investment and expenditure of billions of dollars. 1
They have a tremendous effect on the economy of the Common-
wealth which promises to continue in ever-increasing force.

Gross abuses in the administration of some of these plans and
funds have already occurred. Possibilities of far greater abuses,
which, if uncontrolled, promise disastrous consequences to the bene-

V. Conclusions.
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ficiaries and the public, are clearly evident. Existing laws are com
pletely inadequate to meet this situation.

Enactment of legislation requiring such funds and plans to register
with and report to an agency of the Commonwealth is imperative.
Such legislation will provide necessary information to make possible
an analysis of all the facts relating to these plans and funds. It
will serve as a basis for further comprehensive legislation in the
public interest.

For this reason, legislation requiring registration is now being
drafted and will be filed shortly for the consideration of the present
session of the Legislature.

Because registration is only the first step in dealing with this most
complicated subject, we are also filing herewith legislation for the
continuance of this Commission, so that

1. We may draft follow-up legislation, and
2. We may further inquire into the insured-type fund, the trust-

type fund administered by banks, and many other facets connected
with this serious problem.

Such legislation is hereto appended
This Commission, despite many revelations and accomplish-

ments, has mereljr scratched the surface. Additional time and
money are required to properly carry out these functions.

We wish to acknowledge the courteous co-operation of Senator
Douglas and his staff; of Paul J. Cotter, Esq., and Francis X.
Plant of the staff of the United States Senate Sub-Committee;
of Russell Derrickson, Esq., of the staff of the committee on Edu-
cation and Labor, U. S. House of Representatives; and of Insurance
Commissioner Joseph A. Humphreys. The Commission is in-
debted to officials of the A. F. of L., the C. I. 0., and representatives
of management, banks and insurance companies, all of whom gave
freely of their time and valuable information whenever requested.

A

Agreement made this 15th day of March, 1954, between the Trustees of the
Laborers Health and Welfare Building Industry Fund (hereinafter referred to as
“Trustees”) and Dr. Edmund Carp, both of Boston, Massaohusett

Whereas, The Trustees desire to provide dental care for eligible member bene-
ficiaries of the aforementioned Trust Fund; and

Whereas, Dr. Edmund Carp is a dentist duly licensed to practice dentistry in
the Commonwealth of Massachusetts;
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Therefore, Dr. Edmund Carp hereby agrees with the Trustees to furnish to the
beneficiaries dental care under terms and conditions hereinafter described.

1. Dr. Carp shall provide three dental offices, completely equipped to pro-
vide all types of dental services, and adequately staffed by professional as-
sistants. One office shall be locate
one in New Bedford, Massachusett
in locations satisfactory to the Trr
such hours and days as may prove
not contemplated that the offices sh

1 in the City of Boston, Massachusetts;
>; and one in Springfield, Massachusetts,
stees. These offices shall be operated at
most convenient to the members. It is

all be operated on Sundays or holidays.
2. The dental services to be provided by Dr. Carp at no cost to the member,

shall include but not be limited to full X-ray examination and diagnostic con-*
sultations, prophylaxis, extractions, fillings, oral surgery, preparation of the
mouth for prosthetics, and treatment of mouth disease. Prosthetics shallbe
provided the member at the laboratory cost as per the attached list.

3. Dr. Carp shall provide the Trustees with monthly reports of activity,
including the names of those members receiving dental care, the number of

type of services rendered and any othervisits, the nature of the case, the
reasonable information requested

expense, malpractice insurance in a mini-
irsements which wouldrelieve the Trustees

4. Dr. Carp shall provide at his
am amount of $lOO,OOO with end<
3m any liability due to malpracti
5, In consideration of the above, the Trustees shall pay to Dr. Carp an

amount of One Dollar and twenty-five cents (51.25) per month per eligible
member as certified by the Administrator of the Trust Fund, monthly, in ad-
vance, and Dr. Carp will service each and every one of the eligible members
who form the beneficiaries under this contract.

6. This agreement shall take effect on the Ist day of April, 1954, for a
period of one year ending March 31, 1955.

In Witness Whereof, The parties hei
15th day of March, 1954.

■eto have set their hands and seals this

Witnes Vincent DiNunnc
Chairman, Board of Trustees.

Witnesi

Price List of Dentures.

Full upper and lower plate
One plate

$4B 00
24 00

Full upper and partial lower
Partial upper and lower

72 00
84 00
48 00One partial

Dh. Edmund Carp.

All cast crowns for front teeth 17 50
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(Gold Work)
Molar crown 17 50
Bicuspid , 16 00
Dummie 17 50
All inlays 16 00
Three quarter crown 17 00
Gold tooth added on plate 8 50
Jacket 20 00
Vienear crown 20 00

work (about $ll.OO per unit)

Amendment made this 30th day of June, 1954, to contract dated March 15, 1954,
between the Trustees of the Laborers’ Health and Welfare Building Industry Fund
(hereinafter referred to as “Trustees”) and Doctor Edmund Carp, both of Boston,
Massachusetts.

Whereas, The Trustees desire to amend the aforesaid Agreement of March 15,
1954, which provides dental care for eligible member beneficiaries of the aforesaid
Trust Fund; and

Whereas, Doctor Edmund Carp agrees to the amendment as hereinafter pro-
vided;

Therefore, Doctor Edmund Carp hereby agrees with the Trustees to furnish
to the beneficiaries of the Trust Fund dental care under terms and conditions as
provided in the aforesaid Agreement of March 15, 1954, with the following modi-
fications :

1. The Trustees shall pay Doctor Carp an amount of Two Dollars and
Fifty cents ($2.50) per month per eligible member as certified by the Admin-

trator of the Trust Fund, monthly, in advance, and Doctor Carp will service
and every one of the eligible members who form the beneficiaries under

the Trust Fund Agreement, together with their dependents who are defined
as “wives and unmarried children eighteen years of age or under.”

2. This Agreement shall take effect on the Ist day of July, 1954, and shall
terminate on March 31, 1955.

3. All other provisions of the Agreement of March 15, 1954, which are not
inconsistent with the provisions herein shall remain in full force and effect.

In Witness Whereof, the parties hereto have set their hands and seals this 30th
day of June, 1954.

s/ Vincent DiNunno,
Chairman, Board of Trustees.

H s/ Edmund Carp, D.M.D.
Witness Philip Campana.

B.
Agreement entered into as of this Ist day of July, 1952, by and between Joseph F.

White Jr., John F. Boyle, C. Clark Macomber, Vincent DiNunno, Joseph L. Bon
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figlio and James V. Merloni, Trustees, but not as individuals, as they are the
Trustees of “Massachusetts Laborers’ Health and Welfare Building Industry Fund",
hereinafter referred to as the “Tr

doing business under the name andArthur A. Peisner of Washington, D
itvle of Arthur A. Peisner & Associates.

C,

July 21, 1951, was entered into by and
represented the Associated General Con-

: Building Trade Employers Association

Whereas, A Declaration of Trust dated Ji
between the said Trustees, some of whom rt

tractors of Massachusetts, Incorporated, the
of the city of Boston, the Contracting Plasten
and the Master Plasterers Association of Post<
members of Massachusetts Local Unions t
Carriers’ Building and Common Laborers’ L
in the Building Industry, and

Association of Boston and VicinityMk
•n and others of whom represented the
.ffiliated with the International Hod

Union of America, engaged as laborers

Whereas, By terms of said Declaration of Trust a Health and Welfare Fund was
\ablished for the purpose of providing said laborers and their qualified dependents

with certain benefits; and
Whereas, The said Trustees are desirous of obtaining an Administrator to ad-

minister the said Health and Welfare Fund; and
Whereas, The said Arthur A. Peisner, doing business under the name and style

of Arthur A. Peisner & Associates, is presently acting as Administrator of the
Massachusetts Laborers’ Health and Welfare Heavy Construction Fund, hereinafter
referred to as the “Heavy Construction Fund”,

Now, Therefore, in consideration of the covenants hereinafter contained, it is
mutually agreed as follows:

1. The Trustees hereby designate and appoint the said Arthur A. Peisner, doing
business under the name and style of Arthur A. Peisner & Associates, as the Ad-
ministrator of the said Health and Welfare Fund to serve in such capacity for the
term of two years from the first day of July, 1952.

2. Arthur A. Peisner, doing business under the name and style of Arthur A.
Peisner & Associates, hereinafter referred to as the Administrator, hereby accepts
the appointment and agrees to serve as such Administrator throughout said term.

3. The Administrator shall be charged with the efficient administration of the
said Health and Welfare Fund, subject to the direction of the Trustees. He shall
carry out all regulations and rules for administering the said Fund as may I
mulgated by the Trustees from time to time, and he shall attend such meetings of
the Trustees and submit such reports as the Trustees may require

4. All matters of policy shall be determined by the Trustees.
5. The Trustees will provide suitable office space. It is contemplated that th®

offices presently occupied by the Administrator have also been made available to
the Heavy Construction Fund, and an agreement has been reached between the
two Funds whereby the Heavy Construction Fund will pay an equal share of
the rent

6. The Administrator shall be charged with the duty of collecting any and all
contributions due from participating employers of the Health and Welfare Fund.

H THATWITN E S S I



1957.] SENATE No. 675. 39

I

*

All sums so collected by the Administrate
Fund with the First National Bank of B<
may be designated by the Trustees from
verify contributions received, but shall n

)r shall be deposited to the credit of the
3ston or in such other bank or banks as
time to time. The Administrator shall
ot examine pay-roll records of any par-

ticipating employer, nor initiate any legal action against an employer without ex-
press authorization from the Trustees.

7. The Administrator shall make such investigation of claims of beneficiaries,
and shall take such steps in connection with the processing of such claims, as may
be necessary to satisfy the requirement
owned by the Fund.

pertinent insurance policy or

1 8. The Administrator shall be respon
of proper and detailedrecords and data t
istration of the Fund, including but not
cording all collections received from pa
counts for each employee for whom a cor
pertinent data concerning beneficiaries
determine their eligibility under the ni
Trustees.

sible for the setting up and maintenance
o insure the efficient operation and admin-
limited to a proper system of account re
rticipating employers and individual ac
tribution is made, and therecording of all
of the Fund which may be necessary to

and regulations promulgated by the

9. The Administrator shall be respo
adequate and experienced office and field
administration of the affairs of the Fum
experienced resident office manager who
administration.

sible for the hiring and supervision of
;taff personnel for the proper and efficient
, and he shall provide the services of an
hall give proper supervision of the Fund

for suitable office furniture, typewriters,
machines, and the Administrator will

10. The Trustees will provide and pay
mimeograph, addressograph and postage
provide at his expense such books, recoi Is and forms and similar office supplies
necessary for the efficient operation of the Fund office.

11. On or before the 10th day of each month, the Administrator shall submit
to the Trustees a detailed report, in such form as the Trustees may from time to
time require, of the operation of the Trust Fund.

12. Monthly payments of administrative fees shall be made to the Administrator
in accordance with the following formula: An annual Joint administrative fee of
$45,000 shall be paid by the Massachusetts Laborers’ Health and Welfare Build-
ing Industry Fund and the Massachusetts
Construction Fund. The payments shall fc
in the same ratio as their annual gross in
in estimated amounts may be made month!
of each fiscal year, with a final adjusting {:

the payments into exact amounts, when tin

Laborers’ Health and Welfare Heavy
e apportioned and borne by each Fund
:omes relate to each other. Pajunents
r in advance for the first eleven months
aymerit in the twelfth month, bringing-
annual income of each Fund is known,
the Trustees shall select an insurance
rpany will process and pay beneficiary

'J It is understood that in the event that
plan under which terms the Insurance Cor
claims in lieu of the Administrator, then t
duced accordingly after negotiation. Like
ceases to be employed as Administrator

the above payment schedule will be re-
ewise, if at any time the Administrator
of the Heavy Construction Fund, the

above schedule may be subject tc
to inspection by the Trustees atThe books of the Trust Fund
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all times, and the Trustees may require such audits, by certified public accountant
or otherwise, as they deem advisable.

14. If the Trustees determine at any time that the Administrator has been de-
ficient in the performance of his duties, they shall so notify him in writing, and if
such deficiencies have not been corrected to their satisfaction within the next
thirty (30) days, they may, after giving him opportunity to be heard, terminate
this agreement upon thirty (30) days’ notice in writing. Notice, for the purpose
of this paragraph, shall be deemed sufficient if sent by registered mail to the office
of this fund occupied by the Administrator.

15. Unless terminated as otherwise provided herein, this agreement shall ter-
minate on June 30, 1954, unless extended by a writing executed by both
hereto.

In Witness Whereof, Joseph F. White, Jr., John F. Boyle, C. Clark Macomber,
Vincent DiNunno, JosephL. Bonfiglio, and James V. Merloni, as they are Trustees
of Massachusetts Laborers’ Health and Welfare Building Industry Fund have here-
unto been authorized to set their hands and seals on behalf of said Fund, and
Arthur A. Peisner, doing business under the name and style of Arthur A. Peisner
ifc Associates, has hereunto set his hand and seal, all on the day and year first
above written.

HEALTH AND] WELFARE
STRY FUND.

MASSACHUSETTS LABORERS'
BUILDING INDI

By s.

Joseph F. White, Jr., Trustee
John F. Boyli

JohnF. Boyle, Trustee
Clark Macomber.

C. Clark Macomber, Trustee

As Trustees only, not individually.

Vincent DiNunnc
Vincent DiNunno, Trustee.

Joseph L. Bonfiglio.

Joseph L. Bonfiglio, Trustee.
James V. Merloni.

James V. Merloni, Trustee.

Arthur A. Peisner.
Arthur A. Peisner, d/b/a,
Arthur A. Peisner & Associates ,

Joseph F. White, Ji
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ARTHUR A. PEISNER & ASSOCIATE
Counsellors and Administrators

Union Health and Welfare Funds

Arthur A. Peisner
John S. Chudzik

805 G Street, Northwest
Washington 1, D. C,

AMENDMENT.
Agreement dated July 1, 1952, by and between the Trustees of the Massachusetts

Laborers’ Health and Welfare Building Industry Fund and Arthur A. Peisner, is
hereby extended from July 1, 1954, and shall terminate on June 30, 1955, unless
jpxtended by a written notice by both parties hereto. All other provisions of the
aforesaid Agreement of July 1, 1952, shall remain unchanged.

MASSACHUSETTS LABORERS’ HEALTH AND WELFARE
BUILDING INDUSTRY FUND.

805 G Street, Northwest
Washington 1, D. C.

Arthur A. Peisner
John S. Chudzik

Mr. Vincent DiNunno, President, Eastern Massachusetts Laborers’ District Coun-
cil, 215 Hanover Street, Boston, Massachusetts.

Dear Sir : In reply to your recent inquiry, there is submitted herewith for
your consideration a proposal by the undersigned and associates to act as agent
for the Trustees and as administrator of the affairs of your proposed Health and
Welfare Fund.

The task of administering a health and welfare fund can be divided into two
broad categories, collection of income, and disbursement of benefits with the
iforollary job of disbursements for operations.

The contemplated duties which must be performed in connection with the first
broad category, namely, collection of income, require the compilation from various
sources of a list of contractors who will contribute to the health and welfare fund.
As soon as a complete list of contributing employers has been created, a letter is
addressed to each of the names on the list informing them of the organization of the

May 12, 1952,
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Trust Fund, their obligation under the working agreement, and furnishing the
necessary forms for making payment, together with instructions in detail as to
the manner in which these payments are to be made. There is also inclosed with
this initial contact letter a copy of the Trust Agreement which has been adopted
by the Board of Trustees, together with a copy of the current working agreement
if this is considered desirable by the Union. It is particularly important that a
copy of the Trust Agreement be signed by each individual contractor and re-
turned for the files of the Trust Fund, inasmuch as this signed agreement provides
the trustees with a legal basis for court action, in addition to the action provided
by the union to police the agreement, in the event a delinquency occurs. The
contemplated duties to be performed in connection with collections include thej
proper recording in books of record of the individual collections from employers,
the verification of the accuracy of the payments, the prompt communication with
contributors when errors of computation or delinquencies occur, and the processing
of employers’ reports by posting the information contained thereon to the indi-
vidual records of the beneficiaries of the Trust Fund in order that each individual
might get credit for the work he performed, even though he may have worked
for numerous employers during the pay-roll period.

Further, it is necessary for proper administration that there be employed a
field agent whose job it is to visit various employers’ jobs from time to time in
order to verify the accuracy of the reports which have been submitted. This
verification would be made by perusal of the pay-roll records of the employers,
and also by actual count of the individuals on the job.

The operation of the benefit or disbursement program requires the existence of
a competent claims staff under proper and efficient supervision, so that claims
might be handled in a fair and equitable manner in accordance with the rules and
regulations laid down by the Board of Trustees, and, further, so that the claims
may be processed in as short a time as possible.

Since it is necessary for the administrative office to have detailed information
in its files prior to the presentations of claims by the members, it is necessary to
set up and maintain complete records showing the names of each individual, his
work record, his beneficiaries, his dependents, his age and other pertinent per-
sonal information, together with a separate file for each individual in which is
maintained a record of all claims presented, whether they be honored or rejected,
together with all correspondence with the individual. This involves the mailing
of a letter or postal card to each member of the Unions, and requires careful record
keeping to insure that the data received are in useable form. It also requires a
procedure whereby follow-up is made of those individuals who have not provided
the information necessary.

In connection with the operation of the benefit program, it is desirable thaf
the administration meets with union members at special meetings in order to
acquaint them with the operation of the welfare fund and inform the members as
to their rights under the proposed program, and, what is equally important, what
types of payments thejr cannot expect to receive.

The organization represented by the writer proposes to establish an office
centrally located, where the members and their family can call during business
hours, and where their problems and questions can be sympathetically received
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A complete claims staff, thoroughly experienced, will be devoted to the adjudication and
payment of all claims. In this connection, arrangements will be made with all thehospitals and the hospital counsel of your area to have the beneficiaries of the
Fund freely admitted to any of the local hospitals without any prepayment ordeposit, such as is usually required.

Detailed records, maintaining for all of the activities involving the receipts and
disbursements of trust funds, will be presented to the Board of Trustees at each
meeting in a complete and comprehensive fashion, and all proposed actions involv-
ing a degree of discretion or policy would be submitted to the Board in advance.
The reports which show in detail the source of all receipts, disbursements by type
of benefits, actions taken to insure or verify collections, itemized explanations of all
unusual claims, together with any other information required, from time to time,
by the trustees. A current financial statement would be included in each report.

The administrator would also see to it that the attention of theBoard of Trustees
is brought to necessary details, such as proper bonding, the establishment of bank
accounts, and necessary compliance with all pertinent state and federal laws.
This latter item is quite important, inasmuch as there are numerous provisions of
the Taft-Hartley Act, the Wage Stabilization Act, and other legislation which affect
the operation of health and welfare funds.

The administrator would furnish all personnelnecessary to conduct the busine
of the Fund, together with the require physical facilities. The office woiwould be
adequately equipped with office machi mimeograph machines, addressograph,
posting machines, and other devices wh

The administrative fee would be CO i
h encourage efficiency
■nts per month per lt is em-

phasized that the payment of this fee the only administrative cost paid by the
trustees, and for this fee the entire a mstration would

all personnel, the furr lent, legal servquarters anle

hone, etcosts of administration, such as print t

ment bv the trustees of anv othe
tration other than the fee for auditing se

The writer is a graduate of the Georj
ic

Washington University from \\

Administration and a Bachelorreceived the degrees of Bachelor of Art h

the Bar of the Court of Appeals of theaf Laws degree. The wr
ar of the District Court of the UniteeDistrict of Columbia, a member of the

iber of the Washington BoarcStates for the District of Columbia, an
Trade. The individuals associated with this organization have a similar back-
ground and have specialized in administration. It is proposed that one of the
associates of this firm would head your local office on a permanent full-time basis.

The members of this firm, as administrative specialists, currently administer the
$

Painters Trust Fund of Washington, D. (

Operating Engineers Trust Fund of Washington, D. C.
Carpenters Trust Fund of Washington, D. C. local unions 528, 132, 1078,

26 1590, 1631, 1665 and 1694
Iron Workers Local No. 5 Trust Func
Laborers Trust Fund No. 1 of Washington, D. (

Laborers Trust Fund No. 2 of Washington, D. C
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Laborers Trust Fund No. 3 of Washington, D. C
Laborers Trust Fund No. 4 of Washington, D. C
Laborers Trust Fund No. 5 of Washington, D. C. serving the members of locals

74, 115, 456, 764, and 832 and 571
Joint Apprenticeship Committeeof the Painting Industry.
Carpenters Dental Clinic of Washington, D. C.
Laborers District Council Medical Center.
The administrative organization now provides administration for trusts and

satellites covering more than 50,000 people.
The above information is submitted for the Board’s consideration, and the

writer would welcome an opportunity to meet with the Board in person and present
any additional information and answer any question which the members of the
Board might require

Very truly yours.

Arthur A. Peisner.
Arthur A. Peisner,

Administrator.

D

This agreement made this Ist day of January, 1953, by The Union Labor Life
Insurance Company, of New York, New York (hereinafter called the Company),
and George Swartz, Insurance Agent or Broker (hereinafter called the Broker)
witnesseth:

The Company agrees during the continuance of his contract with the Company
to pay the Broker Commissions in accordance with the table below and in the
manner designated on premiums paid under
Group Life Policy No G-630
Group Accidental Death and Dismemberm
Group Accident and Health Policy No.
Group Hospitalization Expense Policy No.

at Policy N ADD-986
AH-985
HSDHS-987

issued to Massachusetts Laborers’ Health and Welfare Building Industry Fund
as of January 1, 1953.

The foregoing commission rates shall be applied to the combined premiums
under all the group policies listed above. The first year commission rate shall
apply to premiums for insurance for the period of one year from the policy date
shown above; the renewal commission rate shall apply to premiums for insurance
for each of the next succeeding nine years. w

Commissions shall be payable at the time the respective premiums are paid to
the company. If the original premium for any premium-paying period is in-
creased or decreased, the company shall pay additional commissions on such in-
crease, or the broker shallrefund commissions on such decrease, as the case may be.

All commissions payable to the firm of George Swartz under this agreement
will continue to be paid for the ten-year commission-paying period, so long as the
policies covered by this agreement remain in force, to George Swartz or his sue-

GROUP COMMISSION AGREEMENT
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cessors or assigns, whether such succei
corporations.

;ns are individuals, firms or

COMMISSION RATES.

p, Ut nv Premium First Policy Year Renewal Each V ear
i ART OF PREMIUM. Cent). Nm

„

C * “rS
(Per Cent).

Up to $l,OOO 20 5
S 1,000 to $ 5,000 20 3

'd 5,000 to 10,000 15 \y210.000to 20,000 12y2 iy2
20.000 to 30,000 10

~

\]/ 2
30.000 to 50,000 5

Over 150,000 214 1

No assignment, transfer or disposal of any interest that the broker may have
on account of this agreement shall be made at any time without the written ap-
proval of the company. m

Anything in this agreement to the contrary notwithstanding:
(a) Any commissions now or hereafter due the broker or his representatives or

assigns under this agreement shall first be applied to liquidate any indebtedness
of the broker to the company.

(6) This agreement shall not apply to additional premiums resulting from an
increase in schedule or change in benefits under any group policy listed above, or
from extension of any such policy to cover employees in affiliated companies or
in classes not included as of the date shown above.

In accepting this contract the broker agrees at all times to exert his influence to
keep the group policy or policies in force.

/s/ George Swartz,
Broker.

Joseph P. McGabe5v

Vice President, Agency Manager
Joseph Malzi

Witn*

Joseph Malzc
Notary Public, State of New York
No. 03-7688400.
Qualified in Bronx County

Bronx and New York Registers.Certificates filed with New York Co. Clerk
Commission expires March 30, 1954.

THE UNION LABOR LIFE INSURANCE COMPANY
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E.

To all to whom these presents shall come, or may concern, greeting: know ye,
that I, George Swartz, of 294 Washington Street, Boston 8, Massachusetts, a
Special Agent for The Union Labor Life Insurance Company, a Maryland Cor-
poration, for and in consideration of the sum of One Dollar ($1.00) lawful money
of the United States of America, to me in hand paid by John J. Gallagher, of 919
Pershing Drive, Silver Springs, Maryland, the receipt whereof is hereby acknowl-
edged, and in consideration of other good and valuable considerations, have sold,
and by these presents do sell, assign, transfer and set over unto the said John J.
Gallagher, all my rights, titles and interests in any and all first-year commissions
on any and all increases in existing coverages, and any and all first-year commis-
sions on any and all insurance placed in force on the lives of newly insured persons
under existing coverages which might flow to me as a special agent for The Union
Labor Life Insurance Company as a result of the writing of certain insurance
policies, numbered and described by The Union Labor Life Insurance Company
as policies G-629, ADD-983, AH-982 and HSDH-984 issued to the Massachu-
setts Laborers’ Health and Welfare Heavy Construction Fund.

Ln addition thereto, I have further sold, and by these presents do sell, assign,
transfer and set over unto the aforesaid John J. Gallagher, an amount equal to
fifty (50%) percentum of all my rights, titles and interests in any and all renewal
commissions, including, but not limited to renewal commissions on the aforesaid
increases in existing coverages and insurance placed in force on the lives of newly
insured persons under existing coverages, which might flow to me as special agent
for The Union Labor Life Insurance Company as a result of the writing of those
particular policies heretofore specified and enumerated. And I hereby give up
and waive, to the extents and limitations aforementioned, all interest of any kind,
nature and description which I may presently have, or which may accrue to me
in said aforementioned policies.

And I do hereby grant John J. Gallagher, his heirs, executors or administrators
and assigns, full power and authority for his or their own use and benefit, but at
his or their own cost, to ask, demand, collect, receive, compound and give acquit-
tance to the extent and limit heretofore set forth, and in my name, or otherwise, to

iedings at law or in equity therefor,
my hand and seal this 29th day of June

prosecute and withdraw any suits or proc
In witness whereof, I have hereunto set

1954
George Swartz,
George Swartz.

In the presence of:
/s/ Joseph P. McGaer
State of New York

ASSIGNMENT.
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County of New York
On this 29th day of June 1954, before me came George Swartz, to me known

and known to me to be the individual described in, and who executed the fore-
going instrument, and acknowledged that he executed the same.

Raymond V. O’Connor.
Raymond V. O’Connor.

Notary Public for the State of New York
Qualified in Oueens Co. Clerks Officealified in Queens Co. Clerks Office

No. 41-8191300
Cert, filed with Queens Co. Register
Cert, also filed with N. Y. Co. Clk. & Reg
Commission Expires March 30, 1956

I

To all to whom these presents shall come, or may concern, greeting: know ye,
that I, George Swartz, of 294 Washington Street, Boston 8, Massachusetts, a

Special Agent for The Union Labor Life Insurance Company, a Maryland Cor-
poration, for and in consideration of the sum of One Dollar ($1.00) lawful money
of the United States of America, to me in hand paid by John J. Gallagher, of 919
Pershing Drive, Silver Springs, Maryland, the receipt whereof is hereby acknowl-
edged, and in consideration of other good and valuable considerations, have sold,

ifer and set over unto the said John J.s in any and all first-year commissions
s and any and all first-year commissions
the lives of newly insured persons under
as a special agent for The Union Labor

and by these presents do sell, assign, tran
Gallagher, all my rights, titles and interest
on any and all increases in existing coverage

m any and all insurance placed in force on
existing coverages which might flow to me

writing of certain insurance policies,
r Life Insurance Company as policies

Life Insurance Company as a result of tl
numbered and described by The Union Li
G-630, ADD-986, AH-985 and HSDH-987 issued to the Massachusetts Laborers’
Building Industry Fund.

In addition thereto, I have further sold, and by these presents do sell, assign,Id, and by these presents do sell, assign,
d John J. Gallagher, an amount equal to
titles and interests in any and all renewal

transfer and set over onto the aforesa
fifty (50%) percentum of all my right

nevval commissions on the aforesaidcommissions, including, but not limits
noe placed in force on the lives of newly
which might flow to me as special agentincreases in existing coverages and

insured persons under exist
bmpany as a result of the writing of those
,nd enumerated. And I hereby give up and

for The Union Labor Life Insuran
ifiiiretofparticular f ■i

iorementioned, all interest of any kind,
entlv have, or which may accrue to me inwaive, to the extents and limitation

nature and description v Inch I ma\ p
saifl aforementioned policies.

ASSIGNMENT.
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And I do hereby grant John J. Gallagher, his heirs, executors or administrators
and assigns full power and authority for his or their own use and benefit, but at
his or their own cost, to ask, demand, collect, receive, compound and give acquit-
tance to the extent and limit heretofore set forth, and in my name, or otherwise,
to prosecute and withdraw any suits or proceedings at law or in equity therefor.

In witness whereof, I have hereunto set my hand and seal this 29th day of June
1954

George Swartz,
George Swartz.

In the presence of
/s/ Joseph P. McGarr
State of New York

County of New York
On this 29th day of June 1954, before me came George Swartz, to me known and

known to me to be the individual described in, and who executed the foregoing
instrument, and acknowledged that he executed the same.

Raymond V. O’Connor
Raymond V. O’Connor

Notary Public for the State of New York
Qualified in Queens Co. Clerks Office

No. 41-8191300
filed with Queens Co. RegisterCer
ilso filed with N. Y. Co. Cl. & Reg
ission Expires March 30, 1956.

Cert
Com

STATEMENT BY: JOHN H. CALLAHAN, CHAIRMAN, NATIONAL
GENERAL ELECTRIC CONFERENCE BOARD, 1 YATES STREET,

SCHENECTADY, N. Y.

•fore the Massachusetts Senate Committee on I

Gentlemen

I am very happy to be here with you today to discuss some of the problems on
insurance, health and welfare plans. I am chairman of the General Electric Con-
ference Board of the InternationalUnion of Electrical, Radio and MachineWorkers
AFL-CIO. Ours is the youngest and one of the biggest unions in this country.
We were chartered on November 2, 1949, for the specific task of driving the com-
munist leadership out of the union then existing in the electrical industry. One
of the major reasons we have succeeded in that task was because we have convinced
the people in our industry that we can out-perform, out-think, out-maneuver and
out-negotiate any communist-led union or combination of communist union leaders.

One of the most important fields in labor-management relations today is the
field of insurance, health and welfare. In our first negotiations with the General
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Electric Corporation, we were able to get the employees of G. E. a comprehensive
nation-wide program for the first time. Until the advent of the lUE, G. E. em-
ployees had local plans, the cost of which was contributed almost completely by
the employees themselves.

Since 1950 we have negotiated two complete revisions. The last negotiations
in 1955 resulted in a health plan which, overall, is one of the better ones in existence
today. While it has some features that can be improved, it marked a substantial
advance.

You may be surprised when I tell you this. Never once in the six years of our
existence did we get any informationas to what the actual experience of these plans
was. Never once did we get any information as to any dividends that were paid.
Never once did we find out how the plan was operated on the financial level, what
the costs were, whether our people were being undercharged or overcharged.

I say that you may be surprised because all the talk one hears is about health
plans run by unions. The truth is that in our industry, very few plans are run by
labor-management trustees. The vast majority of our people are covered by man-
agement-operated plans, and we got no information on how these plans operated or
what the experience is.

There have been a number of hearings on healthand welfare funds in recent years.
Much good has come out of these hearings in the way of information. Yet almost
all the hearings dealt with funds run by unions or by unions and management. In
our industry, the opposite is the situation and the unions, representing their
membership, find it almost impossible to get accurate information.

Let’s take the question of dividends for instance. Dividends, in the insurance
industry are actually thereturn of overpayments of premiums. In G. E., our people

mums. The average annual payment has
corporation contribution was $l2 million

pay for at least half the total cost of pre
been around $30,000,000. In 1954, the
out of about $28,000,000 the employe itribution was $1514 million.

Theoretically, the corporation receives the contribution of employees, adds their
own contribution and passes these on to the carrier, in one sense, the corporation
is a trustee for the employees’ contributions, and the employees may be considered
policy-holders in the group contract or at least persons who have a financial interest
in the plan and operation of the plan

Theoretically, if there is an overpayment of premium and some of the premium
is to be returned, there should be a return to the individuals involved at least,

is true that the contract with G. E. makes
(Ugh the union made it one of its demands
strike to win that point, and we were not
extent. Yet the amount of dividends has
in G. E. has been substantial. In 1953, it
at our people are entitled to some share,
at of the company. Yet, G. E. kept the
right to keep these dividends legally, but

in proportion to their contributions. It
no reference to dividend returns. Alth(

in negotiations, it would have taken a
willing to jeopardize our people to that
remained a secret for years. Dividends
amounted to s&}4 million. \\ e feel tl
Their contribution in 1953 exceeded tl
entire dividends. Perhaps they had
they had no ethical right. Because of the shroud of secrecy maintained by the
insurance industry and the co-operating corporations, nobody knew about that
dividend for several years. If some labor union were in that situation and kept
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secret a dividend of million or of 20 per cent of premiums, first page headlines
and congressional investigations would rend the country.

Unless your committee or a similar committee can do something about this
matter, dividends earned by contributions of our members and by contributions
of G. E. will go entirely to the G. E. Corporation. We don’t think this is ethical.

I stated awhile back that the G. E. health and welfare plan is one of the better
ones. I will take nothing away from the Corporation for the development of this
plan. But in the fine print, which we saw and which we could not negotiate out
short of a strike, were some other items in which you might be interested.

For instance, we have many members in Lynn, Pittsfield and other parts of the
State. The wives of a number of these are school teachers. School teachers in
Lynn, Pittsfield and North Adams have special arrangements with the school
boards whereby deductions for Blue Cross-Blue Shield are made directly from their
salaries with no contributions from the school board.

In the list of exclusions from coverage under the G. E. Plan is a simple state-
ment covering persons who belong to other group plans. G. E. stated in negotia-
tions that persons who pay for their Blue Cross-Blue Shield or individual insur-
ance and health policies can collect from both.

Yet, here we have wives of G. E. employees in perhaps a dozen communities in
this state who are covered by programs they pay for and who assume that because
their husbands pay for them and the family under G. E., that they are covered by
the G. E. program. When they get sick, they find that even though their hus-
bands paid for dependent coverage under G. E., they cannot get G. E. coverage.
When their husbands working for G. E. get sick, they find, that they have no G. E.
coverage if they are covered by their wives’ program except where the G. E.
program may excel the other program. Then the other program covers most of
the bill and the G. E. takes the expenses for a few items.

Take the situation where the wife works for an organized plant where the com-
pany pays the full cost for the wife and dependents. The husband working for
G. E. pays his premiums for insurance, accidental death and dismemberment,
sickness and accident insurance and hospitalization, surgery and major medical.
He pays the same proportion as other people.

Yet, when he gets sick, he finds that smaller employers not as powerful as G. E.,
are compelled to pay his bills or the major share of his bills if he was covered by
his wife’s program. Thus, G. E. and G. E. is not the only giant corporation
doing this, Westinghouse and Singer also are involved in similar plans —■ actually
is forcing smaller companies which have a tougher competitive situation to pay
for some of their employees’ bills.

In many situations the wife works for G. E. and the husband works for another
company. Let’s assume the wife covers only herself. Yet, if she gets sick, the
husband’s program that is, the husband’s employer pays all or part of her
bills, and G. E., the corporation for which she works, pays a very small propor-
tion of her bills, if any.

Of course, a simple solution might be to drop her coverage, but she would lose
;ood life insurance coverage and sickness and accident disability, which the union

negotiated for her and other G. E. employees who are members of our union. A
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simple solution might be to divide the program into two parts and modify premium
payments accordingly.
I have raised three important problems here the question of who should get

dividends, the question of persons paying for their own health program and losing
benefit rights under the G. E. program, and the unfortunate situation where
smaller companies have to shoulder some of the bills for G. E. employees because
of an unfair, unethical G. E. insurance gimmick.

I do hope that this committee may be able to investigate these problems thor-
oughly and help us bring fight and justice to all our people. What this entire field
of health programs needs is more fight, more disclosure and more information on
■what is happening. When the public knows the truth, they will be able to act
intelligently. When we all have the facts, we will come to rational conclusions
and take rational steps to clear up an unhealthy mess.
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In the Year One Thousand Nine Hundred and Fifty-Seven.

Resolve further reviving and continuing the special com-
mission ESTABLISHED TO STUDY AND INVESTIGATE THE NEED
FOR ADMINISTRATION AND REGULATION OF HEALTH AND WELFARE
TRUST FUNDS IN THE COMMONWEALTH

1 Resolved, That the unpaid special commission established by
2 chapter one hundred and seven of the resolves of nineteen
3 hundred and fifty-five, and most recently revived and continued
4 by chapter one hundred and fifty-six of the resolves of nineteen
5 hundred and fifty-six, is hereby further revived and continued
6 for the purpose of continuing its investigation and study of the
7 need for administration and regulation of health and welfare
8 trust funds in the commonwealth, and all other questions in
9 relation thereto that would aid the general court in enacting any

10 necessary remedial legislation.
11 Said commission in making its study and investigation may
12 consider all the aspects of such funds, including, but not limiting,
13 its study and investigation thereto, insured, non-insured, and
14 self-administered funds, funds jointly administered under trust
15 instruments and funds providing any or all of the following
16 benefits: death, cash disability, hospital, medical, surgical aiu^
17 pension or retirement benefits.
18 Said commission shall be provided with quarters in the state
19 house or elsewhere, shall hold public hearings, may travel within
20 and without the commonwealth, may sit during the session
21 and recess of the general court, may require by summons the
22 attendance of such witnesses and the production of such books,

Appendix A.

PROPOSED LEGISLATION.

Cbe Commontoealt!) of Massachusetts
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23 papers and documents and take such testimony as it deem
24 necessary.
25 Said commission during its study and investigation shall have
26 the assistance of such departments, boards, commissions, agents
27 and officers of the state government as may be requested by
28 said commission to assist and co-operate.
29 Said commission shall report its findings to the general court
30 at such time or times as it may deem advisable, but in any
31 event, shall file a final report not later than the first Wednesday

*•32 in December, nineteen hundred and fifty-eight.
33 Said commission may expend for expenses and legal, clerical
34 and other assistance the balance available in Item 0256-14 of
35 section two of chapter six hundred and eighty-eight of the acts
36 of nineteen hundred and fifty-six, and such other sums as may
37 be appropriated therefor.
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