February 14, 1935

Dear Colonel liowes

I have given considerable thought tc the
letter of Karl M. Mitchell beczuse therein are ex-
pressed sentiments which would recelve popular ap-
proval, It is not easy to dispose of the matter
by reminding the corresnondent that interest of so-
clety in general is of paramount importance. Yet
it seems to me that is the only answer that can be
glven, It is necessary to protect the public utili-
ty consumer of the future by making it lmpossible to
continue supportiing an unreasonsble strueture of
nolding companies upon & basic operating company
through the device of rates charged the consumer by
the operating company.

It is unfortunste that in the remowval of
the holding company burden from the operating com-
pany those owning securities of holding ccmpanlies
must suffer. DBut after sll, the total number of in-
vestors, much less the total number of investors in
utilities securities, is so much smaller than the
totel number of the public effected by uanjust pub-
lie utility retaes thet the interest of the latter
aust prevail. It goes without saying that grester
violence would be done the public &s a whole if
utility holding compenies were zllowed to continue
as at present than thet being done to investors by
the proposed leglslation,

Of course, your correspondent will not
gegree with thls point of view because he is an own-
er of holding company securities, &nd he states thet
his savings represented by hls securitlies are as sa-
cred and worthy of protection 28 & bank desosit or
&8 home or @ farm. Bnt soclety a&s a whole has never
considered that the man wno put his savings in the
stock of any corporation, even though it be & pub-
lic utility or railroad company, was as prudent or
conservative, or &s worthy of governmental protect-
ion as the man whose money was saved in & bank, or
invested in 2 home or & farm. You cannot discuss



rate structures with the correspondent other than
to say that the philosophy of rate making which is
‘part of the Administration's program, is the result
of the most careful scientific study snd analysis
_over & series of years made by the best experts the
Covernment could engage for the work,

As to whether there 18 "urgenoy in the re-
duction of rates®™, this must remain a matter of opine
ion, end the opinion of these in the Covernment who
have made the most careful study of the situstions 1is
that an urgent publiec demand for lower rates for heat,
light, and power does exist.

All historic developments in the regulation
of public affeirs have involved hardships to someocne.
The regulation of utility companies in response to
insistent public demand unquestionably and unfortu-
nately affects some investors who cenncot easily with-

stand monetary losses.

Many of these are the victims primarily of
the unprecedéntéd .campalgn for the promotion of uti-
lity company securities conducted in recent years
against which there has been such an outburst of pop=-
ular indignation, As stated before, it is unfortu-
nate that no method can be devlsed for meeting this
popular demand for reformation of these abuses in the
public utility field which will not work some hard-
ship to those who find themselves owners of securitlies
in the utility holding companies complained of.

Yours sincerely,

Joseph P, Kennedy

Colonel Bouis McH. Howe
The %White House
Washington, D. C.
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