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Cur Commission stands at the threshold of an immense undertaking.
We are charged with the realization of certain objectives which will ree
guire years of patient and diligent effort. We assume our respongibilities
in an atmosphere still surcharded with the passionate feelinds and ufi-
reasoning fears aroused by the legislative battle that preceded the
passage of the Holding Company Act. At the outset we find that the very
#uthority entrusted to the Commission by the Congress &f the United States
is challended upon constitutional grounds by the public utility industry.

Under these circumstances the discretion of silernce might well be the
better part of valor. But to me, silence would be a denial of a funda-
wental of democratic government This legislation is yours for it concermns
you as a holder of uiiiity stoaks or bonds or you as a user of light or
power; its obJectives to protect you as a holder of these stocks and bonds,
as a“usériof this light and péwer. are your objectives; its cOﬁcefa is
thus directly your concern; and our Commission, as the instrument for
making real what is as yet only a law upon our statute books, is your
trustee. You should know and smust know at all times the direction of our
efforts. -

Rirst, let us bry to det a plcture of the industry brought under con-
tol. This consists, in the main, of the great national public utllity
‘holding company systems -- these gigantic systems which cover the country
and own power plants, dams, transmission lines, local operating companies,
scattered from Maine to Califiornia. In many systems, dozens and even
‘hundreds of local companieg, through layers of holding corporations, are
dominated by a small droup of men in the top or parent holding company.

An ‘unbroken thread of control is malntained by stock ownership, interlocke
ing directorates, and the many other seans the lawyers have been able to
devise to enable one company to gulde the destinies of another. Into these
great national systems you as a natlon have poured in some twenty billions
of dellurs. These savings are not those of a few, but are represented by
stocks and bonds held by two or three million persons. The light and the
power from the operating units in these systems go into more than half the
homes in our country. It becomes clear then that the protection of thig o
great national investment and the efficient functioning of this great'pool
of lidht and power is a matter of naticnal concern.
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I should enly confuse yosu, were I to go into the detail of the duties
that the Holding Company Act thrusts upon us. But let me try to give you
something of an idea of what the task 'of regulation and comservation means.
We are primarily concerned with the holding company which is a financial
device for holding the reins of control over the individual companies serve
ing you in your own locality with power amd light. You do not get your
bill from a holding company - but from an operating company, probably a
member of & holding company system. We begin by calling upon each holding
company to register with us and thereby lay before the public a complete
description of its characteristics and composition. Who owns our operating.
companies? What lies back of the securjties of our holding companies?
Where do they get their earnings? To whom do their profits go? These and
many questions of a similar nature will get a fuller and more detailed ans-
wer than ever before. And it is important that answers to these guestions
should be made to you, who through your investment are the true owners of
the systems themselves,

But this process of registration means more than merely the gathering
of information. Out of registration springs the mechanism of control - a
control that seeks to prevent stock-jobbing in utility securities and their
issuance under circumstances where sober judgment would show the impossibil-
ity of any hope of a continuing return., But that control extends much fur-
ther than to the sale of securities. It strikes at many features of manage~
ment of the kind where a disregard of the public interest leads to the ruin
of both enterprise and security holder,

Only yesterday a great holding company system was petitioned into re-
ceivership, The building up and conduct of that system, as told recently
in its registration under the Securities Act before our Commission, drawmatbi-
aally illustrates the kind of corporate practices which the Holding Company
Act seeks to abolish. True, the conseguences of such action in the past bring
their penalties today and tomorrow, These, no Congress, no legislation can
avoid. But against the repetition of action of this type in the days to
come, we can now be on our guard,

I need not weary you by cataloging the practices against which the Act
strikes in no uncertaln terms. The case against thelr continuance now needs
no further proof. The problem today is not one of talking about these past
abuses, but the simple business problem of using the powers that Congress
has given us in such a way that these practices will become an incident of
history and not of tragic every-day fact.

I shall, however, mention ome of the ¢great tasks that Congress has
called upon us to accomplish. The Act represents a solemn judgment by the
Congress that the holding company as a financial and an operating device
tends to be destructive of the better values in our civilization, if the
system is permitted to expand beyond the natural boundaries established by
economic and geographlc limitations. These boundaries Congress has not spe-
cifically defined, nor could it do so, but it has left to our Commission
this standard to be applied in the light of continuing and concrete study.
Fupthermore, it hasg given us }wo years, at the end of which we are to have
-a plan, vo bring about this economic and geographic integration together with
‘the simplification of the complicated financial set-ups that in so many cases
cbacure the rights of holders of stocks and bonds,
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These, then, in brief, are the powers and the tasks that lie ahead,
The grant of these powers was lntended to correct recogmized and disastrous
abuses '« abuses that did exist and to & degree that made of them a nationsal
scandal., It is as foolish to deny their existence as ,t¢o regard the Holde
ing Company Act, as some of its opponents have, as an effort relentlessly
to destroy the good with the bad. And there is so much good in this induse
try that will not only be untouched but immensely improved by the eliminae
tion of the bad, Indeed, it i3 easy to find numerous examples of wisge,
efficient and trustworthy management and of companies which truly deserve-
to be called public service corpcratiens.

Against'the cont inuation of the‘abuses, the President and Congress
stood firm. The Commission is equally resolved, and I feel certain that
the industry is similarly determined, save for those few whose removal w
from the scene will be as much a relief to the indudtry as to the public.

This great task of conservation qaﬁ?%e worked out easily. Differences
of opinion will naturally arise between us and the industry as to the ways
and means of getting results, It is clear that we as an administrative
body cannot become experienced in the treatment of these problems without
constant eonsultation and conference with the industry. With power thevre
should go humility in its exercise, willingness to understand, but firmness
to ‘achieve the avowed objectives with as little delay as*possible.

It is this at#itude and this atmosphere of sympathetic understanding
that has dominated our early conferences with the utility industry. True,
that industry has announced that as an lndustry it will press to determinae
tion its claim that this leglslation invades its condtitutional prights, Ve
do not shrink from such a test.  We will not stand in the way of any honest
effort to bring asbout a decision of this controversy «- but it must be a
controversy that is = real and not a sham, and one that must not only pere
mit but require the examination of this question upon its full merits.

This Commission has already openly stated that it is glad to recognize
and respect the constitutional rights of any and every member of the induse
try and the public., But it is of the utmost importance to the nation at
large that this issue of Jurisdiction and of constitutionality should be
localized. It can be fought upon its merits as well in an individual case
and the issues 8o limited that there will be no danger of a general under-
mining of the confidence of the millions of investors and consumers, who
are more concerned with the efficient discharge of cur duties than the "
theoretical issue of power.

In this manner the constitutional question can be solved with nefe
1igible cost and an absence of injdry to the public. By so doing the major
portion of the industry could be left free to take advantage of the oppore
tunity, which we gladly offer, to cooperate with us in fashioning the
mechanics of regulation, Working together we can create machinery .which
through insight, gathered by a frank and continuing exchange of experience,
will become practicable, effective and wisely attuned to the difficulties
of the task.



