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O w  C D W R L S S L O ~  s t a n d s  a% " L k  tkes'tislci af an Lramase u"mte?r%sking, 
"Jo are charged w i t h  tb r e a l i z a t i o n  of c e r t a i n  a b J e c t i v e s  vhSch will re -  
q u i r e  y e a r s  ad" p a t i e n t  and d i l i c j ~ a t  e f f o r t .  We a s s u m  o w  respomibSl i t !es  
i n  an  atmospbre s t i l l  swcharfled wILh %he pass iona te  feelings and un- 
r c a s m f n g  Pears aroused by t b  l e g i s l a t i v e  b a t t l e  tha% preceded t h e  
pmsage of the %lidin@ Coapsny AcL, At tbe csutaet we f i n d  %ha t  t he  v e r y  
l u t h o ~ f t y  cnLrufteil to the Commission. by t h e  C o e r e s s  &f the Pnkted S t a t e s  
is c h a l l e n e e d  upon const t t u t f b n a l  Growds b y  the p u b l i c  a t  ility i ndus t ry ,  

Under these c i r c u ~ s t a n c e s  the d i s c r e t i o n  of si lence might well be t he  
bdLter  part of va lo r .  Eiu% t o  me, si1enit.e woulrt b e  a d e n i a l  of a fwnda- 
~ n t a l  of demwralic flovernnenf T h i s  Lcgislatton is yours f o r  it concerns 
lab as a kalilar of u t i l t t y  s t o a k s  or bonds or you as s uses  of lkg,gh% or 
pwCr; its ob&ct ivek  to prolec t  you as a holder  of t h e s e  s t c x k s  and boas, 
-& a Uger of cLhfs light and p6w+r, ate y a w  objeettves;  Its concern  is 
$hug d i r e c t l y  gow" cowern; and a w  Commfss i an ,  as tk instrumen% fo r  
owkin$ real what SPI as ye% only a law upon OUT s t a t u t e  b s a k s ,  b yow'  
t r m t e e .  You should know and aust knaw at aX3. t i e s  the d i r e c t i o n  of our 
aff  arts, 

F i r s t ,  k t  us try to $jet a pleLtrre of tiis i n d u s t r y  brought ilnder con-. 
tole This  e o n s f s t s ,  i n  t h e  wain, of %Fie great n a t i a n a l  public ~ t i l i t y  
%oldin(! conpany systcnus -- these  gitjiantic system which c.aver t h e  counfry\ 
arsd &Iln pwar pla~ts, daws, transmiss ron linrrs, local operat f  ng companies, 
s c a t t e r e d  from H a f ~  t o  C a l i f e r n f a r  'In nany system, ddzc~lrs and even 

hundreds of l o c a l  campanies,  t k o u g h  layers of h o l d i a  c n r p c r a t l o n u ,  arc 
donainaltsd bg a sis?a12 @r*sirp of sten in dlre t o p  OF .pmen;t holdiag oswpany. 
ba unbroken t h e a d  sf ssntrol Is aaintaiwd by s t o c k  awwrshtp ,  in%crtocke 

diremctorsltes, and "the many other matas this Iaw;3terc; have been ab le  bo 
dav l se  $0  anable one coapany Lo guld44; %he d e s t i n i e s  af anertt?oor. In60 q k e a  
d ~ a z ~ t  n a t i s a a l  systems gsu as a naLkan have poweili la Sam twenty b k l t i a n s  
sf Q G ~ E ~ x c s ~  TEfi~fse savings are no% Lhsso of a few, brat ape rp?prercen.ted by 
iatmh and bonds held by twp or  th ree  million persons, The l i g h t  and t h e  
pQmr from 'the operat ing u n i t s  tn these systems go i n t o  %ore than ha l f  the 
hones in our countryc, It becomes clear t h e n  t h a t  $he p r o t e c t i a a  of thiq ' 

&%?kt niit i a n a l  investment and %he e f f i c i e n t  f unct ion ing  of this CJrea% pool 
of l i g h t  and power Is a m ~ t t e r  of n a t i o n a l  cancern. 
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5 shoulb aa- $oBfue Y ~ U ,  were 1 t a  gs i n t o  %he d e t a i l  o f  t h e  dutlee 
t h a t  t h e  Haldfne Cmpaoy Act thrusts .upon us, B u t  l e t  me try eo dive you 
something of an idea  of what t he  t a sk ' o f  r e g u l a t i o n  and c ~ r s e r v a t f o n  mews, 
We sse primari ly  concerned w i t h  t h e  hordkng oompany which Is a  f i n a n c i a l  
device f o r  holding t h e  r e i n s  of con t ro l  over t h e  ind iv idua l  companies serv- 
ing you i n  your own l o c a l i t y  w i t h  power and l i g h t ,  You do not get  your 
b i l l  from 8 hePding eompany I- but Pro@ an opera t ing  company, probably a 
member of a holding company system* We begin by c a l l i n $  upon each holding 
conrpany t o  FeeisLar wlth us and thereby l a y  before  the  publ ic  a complete 
desc r ip t i on  of i%s c h a r a c t e r i s t i c s  and composition, Who w n s  our operat ing 
companies? What l i e s  back of t he  s e c u r i t i e s  of our holding companies? 
*ere do they gc?G their earnings? To whom do t h e i r  p r o f i t s  go? "Ewe and 
msny questions of a ~ i m f t a r  na ture  w i l l  ge t  a f u l l e r  and more d e t a i l e d  ans- 
wer than over befare .  And it is importsat  t h a t  answers t o  t he se  quest ions  
should be made t o  you, who through your investment are t he  t r u e  owners of 
t he  systews themsehves, 

But t h i s  process  of r e g i s t r a t i o n  Beans nore than merely theL gather ing 
of in forqa t ion ,  OuC~ of r e g i s t r a t i o n  sp r ings  t he  mechanisa of con t ra1  - o 
con t ro l  t h a t  seeks t o  prevent stock-Jsbbing in v t i l i t y  s e c u r i t i e s  and t h e i r  
i s s u m c e  under c f r c m s t a n c o s  where sober judgment would show %he impossibil-  
i t y  of any hope of a  csntfnuing re turn ,  But t h a t  con t ro l  erCends wuch Eur- 
%her  than t o  Lhe sale of  s e c u r i t i e s ,  It s t r i k e s  a t  many Eeetures of manage- 
Rent of t h e  k b d  where a disregard af t h e  publ ic  i n t e r e s t  Zeads t o  t h e  ru in  
of both e n t e r p r i s e  and s e c u r i t y  holder. 

Only yesterdag a g r e a t  holding cowpany system was pe t i t i oned  i n t o  re- 
ce iversh ip ,  The bu i ld ing  up and conduct o f  t h a t  system, as  told r e c e n t l y  
i n  i ts  r e g i s t r a t i o n  under the  8 c c u r f t i e s  Act before  our Contmissfon, d r a a a l i -  
a a l l y  i l l u s t r a t e s  tha kind af corporate  p r a c t i c e s  which t h e  Holding @ompay 
Act seeks t o  abol i sh ,  True, t he  consequences of such ac t ion  I n  the  p a s t  bring 
t h e i r  pena l t i e s  Loday and tmorrow, Thase,  a 5  Congress, n s  l e g i s l a t i o n  can 
avoid, But aga tns t  t h e  r epee i t i on  of a c f i a n  of t h i s  type i n  t h e  days t o  
cone, we can now be on our  guard, 

I need not  weary you by catalo&Sng t h e  p r a c t i c e s  against  vhleh the  Act 
s t r i k e s  In  no u n o e r h l n  te rns , '  The case @gains% %hei r  eantinultarrce now needs 
no fu r the r  proof, ?he pr~bXem today i s  not oae af t a lk ing  about t he se  pas t  
abuses, but the  simple business  problem of using t h e  powers t h a t  Congress 
has given us  i n  such a way t h a t  Lhese praeLices  w i l l  become an inc iden t  of 
h i s to ry  w d  not of t r a e i c  everyday f a c t ,  

X s h a l l ,  hawever, mention one of t h e  g r e a t  t a sks  t h a t  Congress has  
c'alled upon us t o  accomplSsh. The Act r ep re sen t s  a  solemn ~ud&went  by the 
Caagreoe t h a t  the  holding company a s  a Ein,gnclsl and an operat iad device 
tends  t o  be d ~ s t r u e t l v e  of t he  b e t t e r  va lues  i n  our c i v i l i s a t i o n ,  i f  t h e  
sys ten  5s permitted t o  expand beyond the  n s t u r s r  boundaries e s t ab l i shed  by 
acmoa ic  and geographic Limitations,  These boundaries Congrass has n a t  spe- 
c i f i c a l l y  defined,  nor could it do so, b u t  f t  has l e f t  t o  our  Comnlsafon 
t h i s  standard to be  applied in t h e  l i g h t  of continuing and concrate  study, 
PWSksrmore, It has given us :we years,  a t  t h e  end o f  whkch we are Co have 
a p l ~ n , t a  bring absuL %his eelanamic: and geographic i n P , ~ g r a t f s n  to(;le$her w i t k t  
Che r lmp t i f i ca t i on  of t h e  complicsted finarrcfal set-ups %ha% i n  oo m a y  cases 
obsaure t h e  rights of holders of stacks and bonds, 



These, &hsa, fn briefI  are %ha powers a d  the tasks %hod. % f a  @head, 
The grsa% a% %hese powers was fatended Le correet rec~#aktad  aad d t s ~ ~ t ~ o u a a  
&busass obwarr *bat dtd exis% .and %@ a degree? LbaSo %rgosde of thslrrr s aildiarosbl, 
scawal. It% it9 81s fcrsltih $43 d e w  tbeSp ( J X ~ @ % Q ~ P I C @  PbLP ,dg F I ? I Q ~ P * ~  the W ~ l L a r  
Ing Canpsm Act, as soao of its opponents have, ss an ckfort rolentless&g 
to destroy tihe good wSGb the bade Bar3 %here t a  ;aruch ~ Q D &  in th is  indusw 
try CbsC will no% only be watouchod but Imeasely iaprovsd by Dhe ekimiaa- 
tion of %ha bad, Indssd, f t  In @asp %a f ind &metous oxamples of wig@, 

cfficieaG and trusC~o~thy qaqagcaenl and o f  eompaatas whish Lruly dcasfoe- 
%a be c a 3 k ~ B  public ssrr ice  co~poqatfoas. 

AgJaSnst Ihs con%lnrtation of the abuses, tho  President and Congress 
stood ffrm, The Camfsslon Pa cwa22y rcsotved, alrtd P feel certain t h a t  
the tnd&try i s  sknb&&rLy detsf~insd, save for Okose Edtw whose rda~vaZ 
fpan %he stem w i f l  be  as naucrh s relief %o %he dadadtry as to Lhe publtc.  

nod This &r@e% tsak of conrsrustlon qanfbe worked out ess$Ly, bfffe~oncar 
af opinbon MLLI aaCw8fly w i s e  between us and the industry ss Lo the y e n  
a M  ma- of grjttbrrrg resulls,, f.t is clew that we ars an .adaPaPs%rativcse 
b&y cango% becsare experienced In the trrstment of Lhase problems withouL 
cansLsnt eonaul$a% ion and canferanco wlth  tho Lndustsy, W f  th power %here 
should go hursrAXity in its exerclsg, willingness to mdcrstand, but fLrmae~se 
io achieve t;hs ~vewed objective@ v l t h  as lltile deqay ss .possfble. 

ft i s  %his  rrtdaituGra and % h i s  atmosphere of arymp;iathefic u;lldasstandiiag 
%hat bas dotainartc~d our earlg confesslacas wfLh the uCllfty fndus%ry, True, 
t h a t  tadwtry has 8m~uac@d Lhat aa an industry i t  will press to dels~liiina- 
%ton its claia Lhst thLe 2egisXatlon invades i t s  cdnbtftutioqal r igh t sc  Wa 
do ns% ahrllnk from ~ u e h  a $as%, We wfll not stand in $he woy sf aay'honert 
sffarot to bring about .a decikalm 0% %his caetravsr%gr 9.- but i% aiuerb be a 
eo9t%povr~rergr %hat is, petit1 and qoSI a shaft, and orna that RWC no% only per* 
m f C  but require sx;mAras%%sa o f  % h i s  qurssl.ksn upan b4ts Eu%l mrrciea. 

T h f s  CoamLsaton has %&ready spenlp stated that St 5s 81ab t o  r@cognite 
and respa@% t h e  @~n~ti%u%&onsE r&ghLs of any ,;rrtd every aeabcrlr of %be faus- 
try sad t h e  publlc. But It Is o f  t h e  utraost l~ lpor tance  $6 the nation .at 
far$@ that Chis issue of Jurisdlictfron and of" casw&Ltutlbnarfty shoolid be 
localiged, It qsn be fought upon i d s  mertts as we&% in an IndividqaL case 
.astd the issue8 so limitad that  there wilL be no daagsr of a &ener@& w d e ~ ~  
slining of 1;Bc c~afidence o f  the aa1;lllosas of investors and ~onaurnars, whg 
are mra concerned wi%k %ha sffkctendi dfscfnrrgcr of  us duCfrtrs t k s n  %he 
theoratfoal issue sf power. 

In thle meaner the constitutiensl qucstloa csn bc solv;d w i t h  nee- 
l b g f b l s  cost a d  an abaexoca of Injaifsg to cbhs publics By sa dol* tbcs mtrjos 
portlo@ of t h e  industry could be l e f t  free to take adwantage cf the appor- 
tunity, which we #laday offez, %a cospers- w i t h  us lxa fsshkantag the 
aecbsnfcs sf sagulatioa, Vsrkfng ts$c%ker we? can creaLe aaskiaerp .whtcb 
thyst4g?h insLght,  gathered by a frsak and canLtnufng axcbsnBe of exparisnca, 
vSl1. bacoat praetlcable,  cffectlve snd w i s e l y  a t i u n e d  to t h e  difflculLtes 
of %he bask, 


