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SECTION 11 OF THE
PUBLIC UTILITY HOLDING COMPANY ACT

-

I am hapﬁy to speak before a group of pr;étislng law&ers. It is not
difficﬁlt to understand why. I had ;ver thirty years of active practice
before joining thé SEC. Also I have had sémewhat close contact with a
number of lawyers who were not practitioners but teachers, I have greatly
admired tﬁeir learning and erudition which were far greater than any I
could ever hope to achieve. There is, however, one great educational
force which some of them have missed., They have never had the chasten-
ing and stimulating experience of meeting a client just after losing his
case. They have never llstened to a client say: "I did everything
exactly as you told me to anrd now see where I am." But tonight some of
the advantages they enjoy will be mine for there can be no effective ap-~
peal from anything I say here,

I assume that Section 11 was chosen because that section and more
specifically subsection (b) (1) thereof is the only section of the Act
as to which much controversy continues. The benefits which have come
from a painstaking administraticn of those sectiﬁns relating to security
issues, the reform of accounting and the suppression of the predatory
type of ser;ice company -~ all have finally been accepted, Little by
littletthe attacks on the other sections have receded in the face of
realized‘benefits. 11.(b) (1) remains under attack, yet its accomplish~
men@s will, I predict, in the end win for it the same acceptance which
its fellsw sections now enjoy. But I have not come to pralse Section
11 (b)) (1) bﬁt as a lawyer to di;cuss its mechanics, its meaning, etc.,

with lawyers engaged in the practice of law,
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I hope that this paper and the dlécussion‘to follow will stimulate
and clarify our thinking concerning that section. You will understand,
of course, that the views I express here‘QO not represent the views of the
other members of the Commission. Many of those views are quite tentative
in character,

It is not my purpose to discuss legisla?;ve history. However, I
should like to end one miscqnception.which has been repeated so often
that it is generally accepted as true, I refer to the notion that Section
11 passed the Senate by a margin of one vote. It is true that in the
course of Senate debate a series of gmendments were introduced by Senator
Dietrich which he charactgrized "as designed to eliminate from this bill
the so-called 'death sentence'" and these amendments were rejected by a
vote of 45 to 44. But the prototype of Section 11 then before the Senate
was far more drastic than the present Sectlon 11, PFurtnermore, the final
vote on the passage of the Senate bdill including the old drastic form of
Section 11 was 56 to 32, a majority of almost two-thirds ~- and the House
bill was passed by a vote of 323 to 811 The conference report which com-
promised some of the differences tetween the Senatve and House bills, was
agreed to by the House by a vote of 222 to 112, Presumably, the conference
report met with little opposition in the Senate sincé no vote was reported
when the Senate agreed to the conference report. Furthermore, it was for
the first more drastic Senate draft that the label "death sentence' was
devised. This label was intended to help to prevent the passage of that .
draft and possibly the present Section 11 {b) (1). Unfortunately, it has led

to much misunderstanding of Section 11 (b) (1) and has made the enforcement
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of this perticular law of the United States somewhat difficult, Today it
seems as plain-as day that the Act is proving to be a life saver for the
operating companies without which of course there would be no utility
industry.

Eefore we turn to Section 11 itself, we ought to glance for a moment at
Section 1 of the Act which is entitled "Necessity for Control of Holding
Companies"”, That section, after sevting forth in summary form the abuses
which had developed in connection with public-utility holding companies,
declares it to be the policy of the Act!

". « . to compel the simplification of public-utility holding-

company systems.and tne elimination therefrom of properties

detrimental to the proper functioning of such systems, and to pro-

vide as soon as practicable for the elimination of public-utility
holding companies except as otherwise expressly provided" in the

ACt‘ "

This is not a declaration favoring the wholesale elimination of public-
utility holding companies but for their elimination "except as otherwise
expressly proviced". A little later we shall see that it is otherwise
expressly provided to a considerable degree, although there undoubtedly will
be situations where the elimination of some holding companies, especially
in heavily pyramided structures,will be desirable or necessary.

Another section which must be consulted if we are Lo have any under-
standing of Section 11 is Section 2 (a) (29) which contains the definitlon
of an integrated system, The definition found in Section 2 (a) {29)is as
follows:

"' Integrated public—utility system' means -

"(A) As applied to electric utility companies, a system
consisting of one or more units of generating plants and/or trans-
mission lines and/or distributing facllities, whose utility assets,
whether owned by one or more electric utility companies, are physical-

ly interconnected or capable of physical interconnection and which
under normal conditions may be economlcally operated as a single
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interconnected and coordinated system confined in its operations
to a single area or region, in one or more States, not so large

as to impair (considering the state of the art and the area or
region affected) the advantages of localized management, efficlent
operation, and the effectiveness of regulation; and

"(B) As applied to gas utility companies, a system consist-
ing of one or more gas utility companies which are so located and
relztied that substantial ecochomles may be effectuated by being
operated as a single coordinated system confined in its operations
tc a single area or region, in one or more States, not so large as
to impalr (considering the state of the art and the area or region
affected) the advaniages of localized management, efficient opera-
tion, and the effectiveness of regulation: Provided, That gas
utility companies deriving natural gas from a common source of sup-
ply may be deemed to be included in a single area or region."”

Now for Section 11 itself, We find in Section 11 {(a) a provision that
it shall be the duty of the Commission to examine the corporate siructure of
every registered holding company and every subsidiary company thereof, the
relationships among them, the character of their }nterests, the properties

owned and controlled by them, and

"to6 determine the extent to which the corporate structure of such
holding-company system and the companies therein may be simplified,
unnkcessary complexities therein eliminated, voting power fairly
and equitably distributed among the holders of securities thereof,
and the properties and business thereof confined to those necessary
or appropriate to the operations of an integrated puollc -utility
system. "

Section 11 (a) deals with two general subjects: (1) simplification of corpo-

rate structure, including fairness of voting rights; (2) integration.
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Y The fact that'Section 11 (a) directs the Commission to "determine®
the extent to which the corporate structure of the holding compary and
its subsidiaries may be simplificd and the business and property thereof
confined to those necessary or appropriate to the operations of an in-
tegrated system led several of the large holding companies, and several
‘students of the statute, to contend that tne Commission should make a
determination as to simplification and integration ‘before instituting
‘proceedings under Section 11 (b). Predetermination or prejudgments of
this character seem to me very much at odds with our system of juris-
prudence, Furthermore, it seems clear that Section 11 ({a) is an in-
troductory statement of objectives, telling us what Congress wants
accomplished and that Sectien 11 (b) sets forth the procedure for accom-
plishing those objectives., Section 11 [(a) makes no provisions for the
issuance of an order or for nctice and cpportunity fot hearing. But 11
{(b) which makes it the duty of the Commission to require certain action
by order says that the order cannot issue until after notice and oppor-
tunity for hearing. ‘Section 20 makes thie same provision as to all orders.
In other words, it is quite clear that the Commission snould and must
give the holding company system in question 'an oppertunity to present
evidence and to state 'its case before any final determination 1is made.
That is in accord with one of itne basic principles of our system &f laws
that decisions are properly made only after nearing the parties involved

as to both the .law and the facts.
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Section 11 (b) is divided into two parts. The first part, 11 (b) (1),
diregts the Commission to require each reé}gtgred holding company and each
subsidiary company therecf to "tgke such action as the Commission shall find
necessary to limit the operations of the holding-company system of which
such company is a part to a single integrated public-utility system, and to
such other businesses as are reasonably incidental, or economically ne;es~
sary or appropriate to the operations of such integrated public-utility
system", provided that the Commission must permit a registered holding com-
pany to control one cr more additional integrated public utility systems if
certain specified standards are met. In this respect Section 11 (b) (1)
nodifies and extends the substance of Section 11 {a).

It will be notea that Section 11 (b) (1) recognizes that holding com-
panies may already control various integrated systems. The crucial problem
posed by 11 (b) (1) is: how many integrated utility systems should a hold-
ing company be permitted to control? In this respect, the philoscrhy of
Section 11 substantially resembles that of the Sherman Act which a Republi-
can president, Benjamin Harrison, signed in 1890 and that of Section 7 of
the Clayton Act which a Democratic president, Woodrow Wilson, signed in
1914. Support for this view is found in the Senate Resolution (Senate
Resolution 83 (February 15, 1928) 70 Cong. Rec. 3054) authorizing the Fed-
eral Trade Commission's investligation of utility corporations, wherein that
Commission was directed "to report particularly whether any of the practices

heretofore in this resolution stated tend to create a monoply or constitute

viclation of the Federal Antitrust laws".
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:1I% has been the traditional policy of Anglo-American law and par-
ticularly the policy of our federazl law to orpose monopoly and foster
competition, In 1889 the Supreme Court of Illinois, in the Peatody
case {130-I11. 248, 8 LRA 497), would not permit two Jas comgpanies in
Chicago to merge, holding that the proposal was contrary to public
policy. But, in after years this doetrine was modifled by the states
and it is rere indeed to find a ecity in which there is meore than one
electric or gas company. (There are a few.) But although the federal
attitude had not changed, monopollies were not only created in large
cities or areas but control of the monopolies was being concenirated in
a few hands. Thus, sixteen holding company groups controlled over three-
fourths of the total generation of electric energy in the United States
in 1932 and several of them were controlled by a super-hnelding company.
Even the most insistent defender of our American system of corporations
can forgive us for wondering if the le,islators, who first changed the
common-law rule that one corporation could not own the stock of another,
even imayined what the results of that chanje might be.

It 1s guite evident that Congress was of the opinlon that while the

regulation of intrastate operating utility companles was primerily 2 non-

federal problem -~ and whether intrastate companies should or should no§
be permitted by law to maintaln virtual monopolies within the state was
primarily a matter for state determination -- the broader matter of how
many of these companies in how many states should be owned or controlled
by a single holding company was & matter in which the natlonal goverament

had a legitimate interest and concern.
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After expressing the general or primary purpose of limiting the opera-
tions of the holding company system to one integrated utility sistem, Section
11 (b) (1) goes on to provide that under certain circumstances the holding
company shall have the right to own more than one integrated system. - These
circumstances or standards are described in three subparagraphs of 11 (b)

(1) labelled with the capital letters A, B and C. They are often referred
to as the A, B, C standards of Section 11,

Once 1t is established that the respondent holding company owns more
than one integrated system the question may be raised as to who has the right
to select or designate the principal integrated system. The Act does not
expressly state whether the selection of the single integrated public utility
system retainable as the principal system is for the holding company to make
solely on the basis of its own wishes, or for the Commission to make on the
basis of evidence and with due regard to the public interest. Those who
argue that this choice is the prerogative of the holding company point out
that in those cases where holding companies have been found in violation of
Section 7 of the Clayton Act by achiring two substantially competing corpor-
ations, the court's decree of divestiture and the Federal Trade Commission'’s
cease and desist order have invariably left to the holding company the de-
cision as to which company it should retain and which it should release,

In suppért of the positién that the Commission should make the choice, it is
argued that if a holding company'owns one large important integrated system
and 2 number of-scéﬁtered, rather small and unimportant systems, it would-,

be an of¢nse to the ocjectives of the Act to permit the nolding company to
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devise a Section 11 gerrymander and designate one of the smaller, unimportant
systems as its prinéipal system for some reason unrelated to‘the purposes
of the statute. An Intermediate position is that the holding company may
mdke the selection subject to the approval or disapproval of the Commission
based upon evidence and judged in the light of the-public Interest and the
interests of investors and consumers. Assuming that the holding company is
permitted to make the choice of its principal systém, the interesting ques-
tion is Posed: what happens if the holding company refuses to make a choice?
Actually the Commisslion has not yet been presented with this problem and
therefore has had no-occasion to decide the point. Presumably, if the hold-
ing company refuses in the first instance to avail itself of the opportunity
to nominate the principal system which it prefers to retain, the Commission
would then make the designation.

Let us examln; the ABC standards relating to the retention of integrated
systems in addition to the principal system.

(A) provides --

* "pach of such additional systems cannot be operated as an independent
system without the loss of substantial economies which can be secured
by the retention of control by such holding company of such system;

(B) (commonly called Big B) provides --

"A11 of such additlonal systems are located in one State, or in
adjolning States, or in a contliguous foreidgn country;

{(C) provides --

"Phe continuned combination of such systems under the control of
such holding company is not so large (considering the state of the art
and the area or region affected) as to lmpair the advangages of local-
ized management, efficient operation, or the effectiveness of
regulation.”
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Argument concerning the proper construction of the A, B, C standards
has heretofore ggntered about "Big B". Of the various interpretations that
have beep.gdvapced, two have been fully argued before the Commission. The
first, the so-cal;ed&two—area interpretation, is that‘all additional systems
which may be retained must be located in one staye or in states adjoining
each other, but such state or states need not adjoin the state or §tates in
which the principal system is located., Under the second, the so-called
one-area interpretation, all additional systems must be located in the same
state as the principal system, or in states adjoining that state, or in a
contiguous foreign country, In the case of Engineers Public Service Company,
Holding Company Act Release No. 2897, decilded in July of this year, the Commis-
sion passed upon this question and adopted the one-area interpretation. This
was a job of construction. The Commission rejected the two-area interpreta-
tion as inconsistent with the purposes of the Act and found that the one-area
interpretation accords with the legislativeAintent and the provisions of the
Act, A practical consequence of this interpretation has been to achieve a very
substantial delimitation of the properties which may be reéalned within the
existing holding compény systems, wlithout the necessity_éf deciding issues
which might otherwise arise under clause {A) as to whether or not the reten-
tion of .control by the holding company of:a pa?ticular additional system re-
sults in substantial economies which would be lost if such additional system
were operated as an independent system, or under clause (C) as to whether the
- continued combination of sﬁéh systémsﬁﬁndéf_thg cqniréi‘of one holding com-
‘pany is not.so large.;s“to;impair.thg advantages of localized yanaQEment, ef-

ficient operation, or the effectiveness of regulation,-
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At the heeting of the Public Utility Law Section of the American Bar
Assoclation recently held in Indianapolis it was claimed by one speaker
whose firﬁ represents one of the largest holding companies that the Commis-
sion's interpretation of "Big B" was contrary to the plain language of the
Act. A few days later in arguing the [nited Corporation case before us its
counsel urged the Commission to disregard the literal language of the Act
and construe it according to the Congressional intent., Thus everything de-
pgnds upon what you want, It is my expectation that the counsel for each
holding company system will contend for the interpretation which will allow
his client to retain the most. So we find some of our legal brethren con-
tending that theirs is the broad construction and ours the narrow. Yet if
you lawyers will examine the reasoning in the Engineers case as disinter-
ested lawyers I think you will find not that it is btroad or narrow but that
it is sensible. Some of the results which might follow from the so-called
broad interpretetion are described in the Engineers case. I do not think it
is an overstatement to say that some of them would be rather ridiculous.
The so-callezd broad interpretation would make the Connecticut Light & Power
Company eligible for retention by Urited Gas Improvement Company so far as
“"Eig B" is concerned but might have made ineligible the Luzerne County Gas &
Electric Company located in Peunsylvania where United Gas Improvement Com-
pény's principal system is located. This is of course on the assumption
that Luzerne is not part of the principal system as argued by United Gas

Improvement, B point on which I express no opinion.



I know of no way we can administer statutes without having'an opinion as
to what they mean -- in other words, without construing them. When we con-
strue them to counsel's liking, we are constructive public servant\s: when to Q
their dislike, we are bureaucrats -- just as to some of us,'dﬁe process is
procedure we like, while red tape is procedure we dislike. Some of my
friends in the utility business have called me one of the Pennsylvanié Ave-
nue Bureaucrats. I shall not retaliate by even suégesting that thefe are
bureaucracies within any of our large holding companies.

You will note that the limitation of clause (C) of Section 11 (b) (1)
affecting the permissiboe size of the combination of systems undef the con-
trél of one holding company is expressed in language which is subStantially
identical'with the parallel limitation contained in the definition in Section
2 (a) (29) of an "integrated public-utility system". 1

In this connection let me emphasize that the particular mode of doing
business adopted by individual holding company systems is not significant in
determining whether the size standard is exceeded. Tine test of the statute
is whether by reason of size, considering of course the state of :he art and the
particular area or region affected, there is likely to be an impairment of
the advantages of loc;lized management, efficlent operation and effective re-
gulation.

Up to the present time few declsioﬂs comstruing these provisions relat-
ing to size limitation have been rendered., In the Fnginzers Public Service
Company decision the Commission concluded that the electric property of

Virgiria Electric and Power Company, a company operating in large areas in
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Virginia and North Carolina and having anngal gross revenues of about
$21,000,000, meets the standard of Section 2 (a)‘(29). It concluded in
the same. case that the electric property of Gulf States Utilities Company,
a company operating in a larfe area jin Texas and Louisiana, with‘annuai
gross revenues of approximately $10,000,000, also meets this st;ndard.
On the other hanq, with respect i» the southern group of properties con-
trolled by The Commonwealth & Souther:, Corporation, the Commission has
tentatively sugdested thatv each of the state-wide areas under the con-
trol of Alabama Power Company or Georgia Power Company elther exceeds or
in any event approaches <he maximum permissible size. The electric rev-
enues of Alabama Poweyr Company aggreéatg approximately $27,500,000; those
of Georgia Power Company about $29,000,000. With respect to each of these
companies, the Commission tentatively suggested that it might be difficult
to find that management could be lccalized or that regulation could be ef-
fective over companies which dominate'whole states. A similar tentative
view was expressed by the Commission with respect to the property of Con-
sumers Power Company located in Michigan. Let me emphasize that these

ideas were expressed by the Commission in tentative form at the request

of the companles concerned; they are of course subject to complete modi-
fication after the hearings are completed.

The‘Commisgion.has-also stated its opinion that the statute means
. that a "singlg integrated system" can include only electric or gas opera-
tions, not both. 1/ Accordlngly, 2 holding compagy system can comprise
both gas and electric operatiéns only when it is proved that the ABC
stapdards wiﬁh rgspect to the'retention qf‘addlfional systems are satié-

fied.

1/ Columbia Gas & Electric Corporation, Holding Company Act Release No.
24%% (January 10, 1941); The United Gas Improvement Company, Holding

Company Act Release No. 2692, Appendix G (April 15, 1941).
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The remaining problem of interpretation of Section 11 (b) (1) to
which I should like to call your attention is gresented by the two
"other business" clauses. The first of thesg clauses ?s found in that
portion of 11 (b){1l) which limits the operations of the holding-company
system (1) o a "single integrated public-utility system" and {2) to
sach other cusinesses "as are reasonably incidental, or gconomically
necessary or appropriate"” to the orerations of the singighintegrated
system. To this point, the Act contains no further def@git;on or guida
as to what businesses are or would be reasonably incidental, or economi-~
cally necessary or appropriate to the operations of an integrated public-
utility system. But, immediate;y following the ABC provisions rqlating

‘1o the retention of additional systems we find a second other business

clause in the following language:

"The Commission may permit as reasonably incidental, or

economically necessary or appropriate to the operations

of one or more integrated public-utility systems the

retention of aa interest in esny business (other than the

business of a public-utility company as such) which the

Commission shall find necessary or approgriate inm ‘the

public interest or for the protection of investors or

consumers and not detrimental to the proper functioning

of such system or systems.,"

In the case of The United Gas Improvement Company (Holding Company

Act Release No. 2692, April 15, 1941) the -Commissicn rejected the con-
tenticn that the "other business" clauses refer only ito non-utility sub-
sidiaries and that investment interests.(inspfficient %o create the
statutory parent-subsidiary relationship) in both utilities and non-
utilities are beyond the scope of any of the provisions of Section 11 (b) (1)
and may be retained as a matter of course, The Commission concluded theat
the two clauses, when taken together, mean (1) that interests in non-

utilities, whether or not sufficient to create the statutory parent-sub-

sidiary relationship, may be retained only if their retention is found to
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be necessary or appropriate in the public interest or for the protection
of investors or consumers and not.detrlmental to the proper functioning
of such system or systems and (2) that an investment ilnterest in a non-
subsldiary utlility company is retainable if the standards of the first
"other busliness" clause are met, Some rather interesting claims and
thoughts are.advanced at variance with the interpretation. It is argued
that the last sentence of Section 11 (b) (1) Jefines the language used in
the first "other business™ clause, It is true that Congress did not say,
as it might have done: The words '"such other businesses as are reasonably
incidental, or cconomically necezsary or appropriate to the operations"
of one or more integrated public-utility systems "are hereby defined to
mean”, etc, Eut, it is arjgued, what it said in the last sentence of
11 (b){1) is the equivalent thereof and the last sentence of 11 ({b) (1)
expressly excludes the business of a public-utility company from the
"other businresses" in which an interest may be ret;ined. Those who argue
this, conclude that Section 11 (b){1) requires the divestiture of all
interest .in a public-utility company which is not a part of the principal
integrated system or of such additlonal system or systems as may meet the
ABC standards. They derive this conclusion from the fact that in setting
up a guide as to the other businesses which may be retained Congress
.expressly excluded the business of a public-utility company.

Putting all this together, those supporting the view mentioned

paraphrase Section 11 (b) (1) as follows:
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The Commission, through requiring appropriate action by the holding com-
pany and every subsidiary thereof, shall limit operations of the system to a
single intedrated public-utility system and such additional intedrated sys-
tems as may satisfy the ABC standards and to such other buslinesses, except
the business of a public-utility company, the retention of which is found
necessary or appropriate in the public interest or for the protection of in-
vestors or consumers and not detrimental to the proper functioning of such
system or systems,

This corstruction of Section 11 (b} (1), it is.argued, is consistent
with Section 10 (¢) which provides:

#» & » "The Commission shall not approve -~ "(l) an acquisition of

securities or utility assets, or of any other interest, which is un-

lawful under the provisions of Section & or is detrimental to the

carrying out of the provisions of Section 11l; or

"(2) the acquisition of securities or utility assets of a public-

utility or holding company unless the Commission finds that such

acquisition will serve the public interest by tending towards the

economical and efficient development of an integrated public-utility

system. "
Under Section 10 (c¢) (2), no acquisition, however small, of securities of a
public utility or holding company can be approved unless we make the affirm-
ative finding that such acquisition tends towards the sconomical and effi-
cient development of an integrated public utility system. Under Section 10
{c) (1), which relates to an acquisition of securities of companies other
than public utility or holding companies no such affirmative finding is re-
quired. The test here is: Will such acquisition be detrimental to the
carrying cut of the provisions of Section 119 It will be noted that the
10 (¢} (1) standard for the acgquisition of non-utility interests, although

it ties into Section 11, is easier to satisfy than the test provided in

Section 10 (e} (2) for the acquisition of interests in utility companies.
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It is argued that the standard for determining whether the retention of
utility interests should be permitted ought to be consistent with the stand-
ard for determining whether an acquisition of utility interests should be
approved and it is claimed that the construction of Section 11 (b) (1) which
I have described makes the two consistent.

A construction of Section 11 (b} (1) which would permit the retention
of an interest in a non-system public utility company or holding company
might place us in the peculiar position of approving the retention of a
non-system utility interest even though we would be required by Section 10
(¢} (2) to disapprove an application for the acquisition of that same
interest.

The opponents of the idea .argue that the standard for determining
whether securities of a putlic utility or holding company may be retalned
may be different from the criterion used in determining whether such secu-
rities may be acquired. Put the proponents reply that it was .intended that
the standard for retention be different from the standard for acquiring the
same thing, one would expect to find the difference plainly spelled out in
the Act., PFurthermore, they say, since the retention provislons of Section
11 (b) (1) follow immediately after the acquisition provisions of Section
10, there is a presumption that similar language in the two sections should
be given a similar interpretation, unless the basis for a different inter-
pretation is clearly set forth. They find no basis in the languade of

the statute for any such differing interpretations,
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As important as the size limiting aspects of Section 11 (bt) (1), and
perhaps more so, is the fact that compliance, in many instances, resu;ts
in restoring independent status to the operating companies. As you know,

the Holding Company Act does not regulate operating utility companies ex-

cept where they are subsidiaries of reéistered holding companies and then
not in all respects, e.g., as to rates. When an operating public utility company
is freed from holding company control, it is subject only to State and
local regulation and (as to certain interstate transactions) to regulation
by the Federal Power Commission,

This seems to suggest that the Pennsylvania Ave. buréaucrats may be
working themselves out of a job, Seriously, however, it is true some of.
our successful 11 (b} (1) efforts move the operating company involved out
from under our jurisdiction and restores it to the jurisdiction of the State
commission, Some writers on the Act have referred to this as a joker in
the Act. But far from being a joker that is what Congress intended. The
Act says so. The debates say so. Some of tne writers have just discovered
it. The joker is in their failure to discover it earlier.

Incidentally, the responsibility that is then placed on local manage-
ment and especially the local regulatory commissions is a2 very heavy one.
Wherever Section 11 has the effect described it is extremely important that
the operating company and the local regulatory bodies do a first class job.
Otherwise, a strong movement may develop either téw;rd a restoration of -
federal regulation or, what is more likely, toward publiec o;nership.

It may be appropriate to mention several specific cases in which .the
operation of the Holding Comparny Act has resulted in restoring indepen-

dent status to operating companies,
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One of these is Indianapolis Power & Liéht‘dompaiy, ;h operating utility
serving the Tity .of Indianapolis. This company wﬁé'd‘subé%dlary of Utili-~
ties Power & Light Corporation, a hélding company which controlled utili-
ty properties scattered throughout the itnited States and Canada in places
as far distant from each other as Nebraska, Connecticut and Nova Scotia.
The holding company .was in reorganization in the bankrdptcy court under
Section Y7B. With the approval of the bankruptcy court the Trustee in
bankruptecy, through underwriters, sold all the common stoék of Indian-
apolis Power & Light Company. As a3 result of the sale, Indianapolis Power
& Light Company is no longer a part of any holdung company system. It lis
therefore not subject to regulation under the Holding Company Act, and
conducts its business as an independent operating utility subject to
appropriate State and local regulation.

Another instance is the disposition by The United Gas Improvement
Company of its interest in Connecticut Lignt & Power Company.‘The United
Gas Improvement Company is a large holding company system with its prin-
cipal operalions located in and around Philadelphia, Pennsylvania. In
addition, however, it controlled various properties scattered in other
parts of the United States, among which was ithat of Connecticut Light &
Power Company, an operating company serving substantial areas in Connecti-
cut., The United Gas Improvement Company sold to the public through under-
writers its common. stock holdings in Connecticut Light % Power Company.

There are several .similar instances which I need not detail,
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Incidentally, I cannot recall a case of an unsuccessful effort to
market common stock g?lan operating company. I cannot recall any case in
which the holding company selling its holdings of the subsidiary's common
stock suffered a substantial loss, I knoﬁ of se?eral in which there was a
substantial gain. In one case now being studied by a holding company
management, the chief obstacle to the sale of the stock bf an operating
subsidiary is the fear of a heavy tax liability on the large profit tnat
the holding company would make. Contrary to the dire predictions so often
made, there has been no deluge of common stocks of operating companies.
There has been a trickle. But it is a fbiéiy constant trickle and it is
getting results. After us, and while we are on the job, there will be no
de luge.

In other instances, the Commission has ordered disposition of interests
in particular subsidiaries but the dispositions have not yet been completed.
Proceedings are pending under Section 11 (b) (1) with respect to the hold-
ing company system of Engineers Public Service Company. This holding com-
pany now controls utility properties scattered throughout the United States,
from Virginia, Florida and Georgia in the east, to Washington, New Mexico
and Texas in the west. In the pending proceedings the Commission has al-
ready ordered disposition of the Puget Sougd Power & Light Company property,
located in the State of Washington, and The Key West Electric Company prop-
erty located in Florida. Questions involving other utility properties re-
main for further consideration. The order directing disposition of the
Puget Sound and The Key West properties does not specify the manner in

which such disposition shall be made. These properties can be acquired by
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other holding ‘company systems only if thelr acquisition will serve the
public interest by tending towards the economicel and efficient develop-
ment of an integrated public-utility system. If the properties are not
acquired by holding company systems or 1f they are not acquired by public
agencies, they will then become independent companies, subject to appro-
priate state or local regulation,

A second method for the disposition of operating subsidiaries when
their divestment is required by Section 11 (b) (1) is the device of ex=
change of'securities; " In the case of Standard Gas and Electric Company,
exchangés of San Diego Gas and Electric common stock for Standard®s deben-
tures, followed by a subsequent public sale of the stock not so exchanged,
were employed successfully. San Diego was a subsidiary of Standard Gas,

a large 'holding company controlling properties scattered from Pennsylvania
to Oregon. " The capital structure of Standard Gas is top-heavy with debt
and other ‘senior securities, The directors of the holding company recog-
nized that substantial action had to be takenrto comply with the simplifi-
cation requirements of the law. As a step in that direction, they pro-
posed a plan under which debenture holders of the holding company were of-
fered the privilege of exchanging their debentures for common stock of the
San Diego company. A substantial amount of the stock was distributed in ex-
change for debentures. The remainder of Standard's holdings of San Diego
stock was publicly sold through underwriters. The effect of the trans-
action wag twofold: As to the holding company, it eliminated an outlying

property which had to be disposed of under Section 11, end it retired
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substantial amounis of holding compsny debt; as -to the operating company,
it eliminated holding company control..

Exchange plans, whereby holding company security holders .receive for
their securities operating company common stocks, constitute an economical.
method of complying with the reguirements of Seetion 1l. Through such ex-.
change plans, the common stocks of the non-retainable operating companies -
may serve to satisfy claims of senior security holders of the holding com-
pany with little, if any, shrinkage in the conversion process. The ad-
vantages of the exchange method accrue both to the holding company's com-
mon stockHolders and the senior security holders. In the case of the .
common stockholder, the economy of tvhe exchange device as contrasted with
more costly methods are especially advantageous to the common stockholder
by-virtue of his residual position. The exchange process, moreover, gives
the senior security holders an opportunity to acquire a direct interest
in the operating companies in place of an indirect interest and at the
same time it saves them the sometimes difficult problem of seeking a fresh
outlet for their funds.

I do not want to create the impreszsion that the exchange process is
without its difficulties. For both the holding company and the Commission
must carefully weigh the fairness of each exchange offer, .

I move on now to Section 11 (b) (2) which deals with simplification
and with the equitable distribution of voting rights. I have heard very
little criticism of Section 11 (b) {2) from the holding companies. That
section and the concomitant Section 11 (e) wil)l give rise to some of the
most novel and difficult problems under the Act. Section 11 (b) (2) reads

as follows:

"(b) It shall be the duty of the Commission, as soon as
practicable after January 1, 1938:
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"(2) To require by order, after motice and opportunity for
hearing, that each redistered holding company, and each subsidiary
company thereof, shall take such steps as the Commission shall find
necessary to ensure that the corporate structure or continued exis-
tence of any company in the holding-company system does not unduly
or unnecessarlly complicate the structure, or unfairly or inequitably
distribute voting power among security holders, of such holding-
company system.- In carrying out the provisions of this paragraph
the Commission shall require each registered holding company (and
any company in the same holding-company system with such holding compa
company) to take such action as the Commission shall find necessary
in order that such holding company shall cease to be 2 holding
company with respect to each of its subsidiary companies which it-
self has a subsidiary company which is a holding company. Except
for the purpose of fairly and equitably distributing voting power
among the security holders of such company, nothing in this pare-
graph shall authorize the Commission to require any change in the
corporate structure or existence of any company which is not a hold-
ing company, or of any company whose principal business is that of a
public-utility company."

In substance, Section llv(b) (2) requires the simplification of holding
company systems, the elimination of superfluous holding companies and the
fair and equitable distribution of voting power among securlity holders of
holding company systems. The provision of this section dealing with the num-
ber of permissible layers of holding companies is known as "the great-
grandfather clause", Its impact will be on those systems with more than two
layers of holding companies abtove the operating companies.

It will be noted that the Commission is not authorized to require changes
in the corporate structure or existence of an operating company except for the
purpose of falrly and eguitably distributing voting power among security hold-
ers, But the meaning of this limitation may be illuminated if we restate it
in reverse form -~ i.e.: Changes in the corporate structure of operating com-
panies may be required if such changes are needed to achleve a fair and equit-
able distribution of voting rights, The Commission's experience reveals that
in many cases a fair and equitable distribution of voting power cannot be
achieved without making drastic changes in the corporate structure of individual

operating companies, For example, if the amount of debt securities outstanding
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is unduly large, there are l}kely to be conflicting interests between the per-
sons who hold the vot;nglsepurities and the senior secu}ity holders.wg;:have
prlior claims on the compényfé‘assets and earnings. If such~§rior right; are
jeopardized by an unsognd ¢apital structure, it may be unfair and-inequitable
to the senior security holders to leave unchanged a’&istribuiion of voting
power which enables the junior secur%ty holders to retain control. .

While we have not as ye!t had extensive experience with the application
of the equitable distribution of voting power standards, our present experience
indicates that whereever the common stock equity is so thin as to make it in-
equitable for the common stockholders to éontinue to exercise voting control,
the appropriate remedy under the Act is likely to be a2 substantial scaling
down of the senior securities with a view to creating a corporate structure
wherein the common stock equity is so substantial as to justify exercise of
voting control by the holders of that common stock.

The theoretically possible altermative of éhifting voting control tc the
senior security holders, but leaving the existing capitalization unchanged, in-
volves all sorts of practical difficulties. Among others, there is the problem
of reconciling the conflicting interest in managerial policies on the part of
holders of junior and senior securities, This familiar problem of corporate
finance has created difficulties even with the conventional arrangement which
leaves the powers and responsibilities of management to the junlor security
holders, This conventional distribution of voting powef assumes that the
self interest of the common stockholders will, by and large, prompt mana-
gerial policles designed to promote the welfare of the senior security
holders as well, We all know that this assumption has it§ limitations even
where the common stock represents a substantial equity and that it completely

broke down with the developmeni of the'holding company and of the pyramiding
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process which madé possible the control of the operating companies on éhe
basié of a very limited investment., But, the transfer of voting control to the
senlor security ﬁolders does not seem to be the appropriate solution, In ad-
dition to the difficulty of protecting any genuine equity which may belong to
the common stockholders, such a reversal of the traditional distribution of
voting power would itself result in undue complexity and might interfere with
the raising of new capital,

Since any action taken under Section 11 (b) (2) must be consistent with
the standards szt forth in the other provisions'of the Act, the action which
the Commission may require either for the purpose of corporate simplification
or of equitably distributing voting power is likely, at the same time, to cor-
rect undue complexities which obstruct the raising of additional capital. An
1m§ortant barrier to the raising of new capital in the utility industry has
been the existence of substantial arrearages of preferred stock dividends in
many holding company systems. . In addition there are more than a2 few instances
where the coﬁtrolling equity interest is so thin that further financing is
precluded unless and until the security structure is revamped,

The relationship between the administration of Section 11 (b} (2) and
the removal of impediments te the raising of new capital for operating com-
panles is emphasized by the increased demand for power arising from the de-

fense program with 1its need for rapid expansion of electric plan facillties.:
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To illustrate what I have in mind, let me describe to you what was ac-
complished in connection with two recent applgcations for the approval of
financing programs by operating company subsidiaries. Although these appli-
cations were filed under other sections of the Act, the standards which have
to be met pursuant to those sections tie in with the standards of Section 11,

Recently two operating companies, both of them in the same holding com-
pany system and both serving vital defense areas, sought the approval of the
Commission for bond issues, the proceeds to be used for financing extensive
construction programs consisting in large part of nationzl sdefense projects.
After examining the proposals, 1t appeared to the Commission's staff that the
proposed financing plans did not meet the applicable requirements of the Act
which prohibit the issuance of securities on the basis of fictitious values
and issuances which are not reasonably adapted to the security structure,
earning power and efficlent operation of the issuing company. As a result
of discussions with the Commission's staff, the compapies revised their
financing programs, Under the rgvised program for each company, the original
proposed indebtedness was materially reduced as a result of additional common
stock investments by the holding company through the payment of cash and
the surrender for cancellation of bonds and preferred stock of the respec-
tive operating companies and through provision for raising a portion of the
necessary casﬁ from earnings over a three year peyiod. The companies also
agreed to eliminate large inflationary items in their property accounts, 1o

increase their depreciation reserves to a more adequate amount, and to make
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various changes in their financial statements so as to conform to sound ac~
counting practice, In each case there was a public offering of 3-1/8% bonds
resulting in a substantial interest saving both as to new money and as to the
refunding of outstanding debt.- Each company not only obtained the money neces-
sary for new construction but in additlon was able to improve its security
structure., This Improvement strengthens the position of their security hold~
ers and facilitates the raising of additional capital in the future,

In the case of one of these companies, over $10,000,000 of write-up was
eliminated from the gross property account which approximated $18,000,000;
the depreciation reserve was increased from $240,000 to $980,000 and the hold-
ing company invested an additlonal amount of approximately $2,000,000 in the
company's common stock. - This $2,000,000 investment was made through a cash
payment of $250;000 and the surrender for cancellation of outstanding bonds,
unsecured indebtedness and preferred stock. The amount of the proposed issuance
of additional debt was reduced from $3,600,000 to $3,100,000 and a cash sinking
fund to retire 1% of the new bonds annually and other protective features were
provided, Similar constructive changes were made in the program of the second
company.

After ifnviting competitive bids for the bond issues, pursuant to Rule
U-50, the companlies obtained théir money at the low cost of approximately 3%,
with a spread on resale to the public of less than one point in the case of
one company and less than one-half point in the cther. 1In comparison with
ninimum spreads of one and a half and two polnts which have been customary in

the past, this represents a substantlal saving to investors.
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The result of the various adjustments was to establish a-soynd financial
structure for each company. The fact that the companies were able to ohtain
the needed funds on a very favorable basis is attributable in a very large
measure to this improvement in their financial pesition. It happens that ne
State regulatory authority has broad jurisdiction over either pf these com-
panies., In the absence of regulation under the Holding Company Act, unsound
capital structures might have been perpetuated, toc the detriment of the
interests of investors and consumers, Moreover, the public interest would
have been impaired through the inability of the companies to finance effi-
clent}y and soundly the extensive construction programs necessitated by
national defense needs.,

The practising lawyer will note that Section 11 (b) ends with the words:
"Any order under this subsection shall be subject to judicial review as pro-
vided in Section 24." Such judicial review may be had by filing a petition
for review in the Circuit Court of Appeals within sixty days after entry of
the Commission's order. However, the respondent is entitled to a year's
time in which to comply with an 11 (b) order and to an additional year if
it is shown that such extension is necessary or appropriate in the public
interest or for the protection of investors or consumers {Section 11 (c)).
Even then, we may exercise our discretion not to apply to a Court for enforce-
ment of our order if the company is doing its best to comply under the cir-
cumstances then existing and if the management has steam up 2nd smoke is
coming out of the chimney. And a very practical question which the pract;s-
ing lawyer ought to appreciate will be: Is the Commission likely to get

better results from the standpoint of compliance with the Act by working with
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the management or by working with a receiver or.trustee? The procedure for
enforcement by the Commission of its order under 11 (b) is by application
to a district court (Sections 11 (d) and 1€ (f)). Since judiclial review is
had in the Circuit Court of Appealg, whereas the application for enforcement
is heard in the district court, the question has been asked: 1Is the respon-
_dent in -an 11 (d) enforcement proceeding prevented from attacking the Com-
mission's order if it has failed to seek the review permittéd by the Act?
However, this questlion seems largely academic since in the usual case the
Circult Court of Appeals will have issued its decision before the year or
more for compliance provided by Section 11 (¢) has elapsed. It seems safe
to assume, therefore, that in those cases where a2 respondent intends to
oppose the Commission's application for enforcement, the principal defenses
avajlable to it will have been passed upon by the Circuit Court of Appeals.

In the enforcement proceedings the court acts as a court of equity.
It may take possession of the companies and their assets and it may appoint
a trustee. To date no such appointment has been made or requested. The
trustee with the approval of the court may dispose of any or all of the as-
sets and may make such dispositlon in aecordance with a "fair and equitable
reorganization plan" which shall have been approved by the Commission after
opportunity for hearing. The reorganization plan may be proposed in the

first instance by the Commission or by any person having a bona fide interest

in the reorganization.
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Under Section 11 (e) a company may voluntarily submi; a plan to the Com-
mission for the purpose of enabling such company to comply with.the p}ovisions
of Sections 11 (b) (1) and (2). Inter Aliag, the section authorizés the sub-  +
mission of plans for voluntary reorgan;zation. So far as the expreés languade
discloses, such plan may be submitted by a perfectly soivenf corporation. An
interesting bit of history in connection with this subsection is that it was
made part of the Act largely at the instagce of the holding cogpanies, parti-
cularly the New England Power Assoclation.

The Commission, before it approves a plan for voluntary reorganization
submitted to it under Section 11 must find (1) (after notice and opportunity
for hearing to security holders and others having legitimate interests) that
the plan is necessary to effectuate the provisions of Section 11 (b), and
(2) that the plan is "fair and equitable to the persons affected by such
plan", If the plan is approved by the Commission, the company may request
the Commission to apply to a district court to enforce the plan. If the
court, in turn, approves the plan as fair and equitable and as appropriate
to effectuate the provisions of Section 11, it may take possession of the
company's assets and may appoint a trustee to administer the assets under the
direction of the ccurt., It will te noted that by virtue cf Section 11 {d) the
"fair and equitable" standard applies both éo rlans submitted voluntarily
under Section 11 (e) and to plans for the disposition of assets resulting

from proceedings instituted by the Commission under Section 11 (b). -
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It seems fairly clear from the decision of the Supreme Court in Case
v. Los Angeles Lumber Products Company, Ltd. (308 U. S. 106) that the
words “fair and equitable" are words of art and that they have the Mmeaning
imparted to them by judicial decisions. In other words, whether a plan
submitted under Section 11 is fair and equitable is a gquestion of law to
be determined in accordance with the priorities test announced by the Su-
preme Court iu a line of cases beginning with the Foyd case {228 U. 8. 482)
and continuing with the Los Angeles Lumber case, the Deep KRock case (Tay-
lor v. Standard Gas and Electric Company, 206 U. S. 30%), and Consolidated
Rock Products Co. v, DuBois (312 U, S. 510). In the most recent of these
cases, the Consolidated Kock case, the Court enunciated the principle that

the absolute priority rule applies to reorganization of solvent as well as

insolvent corporations.

We have approved a number of voluntary plans submitted under Section
11 (e). For the purpose of illustration, I will describe briefly the re-
organization of Community Power & Light Company, a registered holding com-
pany (6 SEC 182). Community's capital structure consisted of $14, 000,000
of bonds, preferred stock with a stated value of $6,896,000, so-called
"assignments and agreements® in Zhne amount of $39%0,000, and 10,000 shares
of common stock whose value was stated to be $2,500,000. The arrears of
dividends on the preferred stock amounted to $3,1%2,000 or approximately

eight times the annual preferred stock dividend requirements.
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The company proposed a plan to simplify this unsound, structure and to
remedy the inequitable disiribution of voting power which existed. The
plan provided for the creation of a single class of common stock entitled to
one vote per share in substitution for the two classes of stock then exist-
ing. Zach share of preferred stock, together with all sccumulated and un-
paid dividends, was to be exchanged for five shares of the new common stockse
The preferred stockholders received in aggregate 344,810 shares of the new
common, the remainder (18,000 shares) going to the old common. Since each
share of new common stock was entitled to one vote, control of the company
thus was lodged in the former preferred stockholders. The plen also. pro-
vided for modifications of the so-called "assignments and agreements" so
that they might be promptly retired by cash payment. The plan by its terms
required the approval of two-thirds of the holders of preferred stock and
the majority of the common. The plan provided no rights for dissenters ex-
cept to receive the securitles contemplated by the plan. This plan was ap-
proved in the first instance by the Commission and thereafter by a federal
district court (In re Community Power & Light Co.,, 33 Féd. Sup. 901). There
was no appeal,

An interesting case in which I differed from the majority cf the Com-
mission as to the scope of the application of the priority doctrine to the
particular facts is the case of Federal Water Service Corporation (Holding
Company Reléases Nos. 2635 and 2023). In that case tlie plan was submitted
to the Commission upon an application under sections of the Act relating
to the issuance and acquisition of securities., The company did not rely
upon the machinery of Section 11 {e) =and apparently it did not contemplate

requesting the Commission to apply to the court for enforcement of the plan.
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However, the entire . Commission.agreed that- the plan must be "fair and
equitable to the persons affected"; that is, that .-the.plan had tc be tested
in the 1light of the standards of Section 11 {e). The company had an ex-
ceedingly complex capital structure consisting of $5,222,000 of debentures,
four different .series of preferred stock each with different dividend rates,
and finally Class A and Class B common stocks. The Class A stock had
_priority as to.assets in earnings over the Class.B stock. There were sub-
stantial arrears of dividends on the -preferred stock and deficits in the
earned surplus and capital ssurplus accecunts, In addition, 1t was admitted
that the corporation’'s assets were carried at sums considerably in excess
of .their actual value and that these.assets had to be written down. After
deducting the $5,220,00C of debentures from the pro forma net assets, only
about -$15, 000, 000, would be left with which to satisfy preferred stock
claims of approximately $2%,000,000 computed at liquidating value plus
arrearages.

The plan did not affect the debentures but substituted a single class
of common stock and allocated approximately 95% of this stock among the
four .series of preferre¢d stock and the remeirning.-5% to the Class A stock-
holders.

The Commission unanimously c¢concluded that the Class E stock was riot
entitled to participate since there were nearly $54,000,000 of asset pref-
erences ahead of the Class P as against pro forma assets of less than one-
half that amount and since it was also clear that the Class B stock had no
reasonable posgsibility of ever receiving anything from the corporation and

- that therefore it would be unfalr and inequitable for the Class B to con-
tinue to enjoy sny votlng rights or to participate otherwise in the re-
organized company., The Commission also unanimously disapproved a phase of

the plan under which the Class B stockholders might have retained control
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of the board of directors for almost two years after the donsummation of
the plan, However, the majority and I reached different conclusions on

the question as to how the hew common stock should be allocated among'the

differentvsefiés.of prefefred stoékhélders. ?Be majority codéluded that
én al;otment of 5% oé the cémmon gtock io'the Class A stockhoidérs was falr
and équitableralthough ft was appafeﬁtly wllllﬁg'to aﬁsume that the Class
A siock would.not have béen permitted.to participate had thé réorééﬁization
been brought under ﬁhe Bﬁnkruptcy Act. My pésitlon was that therebwas no
basis, underwthe applicabie principles of law which I believed have been
established by the cﬁﬁrts, for the pérticipation of the Class A stock,
particularly since £he;e was littlebhope for dividends on the Clags'A stock
within any reasonably prediciablé‘fﬁﬁure time and since, as I saﬁ iﬁ, the
préferred‘stockholders had not been made whole it was my opinion that the

fair ana equitaﬁle staﬁdard of‘Section 11 should be appiied with the "fixed
meaning" imparted to it by decisions ofbthe Supreme Court unaer 778 and
.Chapter X of the Bankruptey Act,

The Commission was unanimously of the view that the preferred stock,
aéquired by certain c¢f £hé management during theperiéd when the reorganiza-
tion was being planned and set up, should not be allowed to pariicipate
in the new common on te;ms as favorable a§ those accorded'the publicly-
held preferred or any basis except a cost or no.profit basis. The reasons
for this view are spelled out in the opinion at some length and are accom- Q

panied by a discussion ofzmauny cou;t precedepts. Those of the management
affected have appealed from thé Commission's decision and apparently intend
to attempt to confine the area of review to the one question of their parti-
cipation. Whether they wlll succeed in this respect rehéins to be seen.

In the meantime, the stockholders have approved the plan of reorganization

by the requisite number of votes.
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I also found difficulty with the allocation of 'new common to the
various classes of preferred stock on the basis of the dividend rates rather
than on the basis of their liguidating values.

To complete my discussion, I will make a few brief references to Sec-
tions 11 (f) and (¢). Under 11 (f), the court may appoint the Commission
as sole trustee or receiver in any proceeding in a federal court in which
a recelver or trustee is appointed for a registered holding company or a
subsidiary thereof. The Commission to date has nol acted in either of
these capacities. In the Associated Gas & Electric case a majority of the
Commission voted that it would not accept the position of trustee were it
invited to do so. PEefore it appoints a receiver or trustee other than the
Commission, the court must notify the Commission and give it an oppor-
tunity to be heard. A plan for the reorganization of such a company can-
not become effective unless the Commission has approved the plan after
opportunity for hearing prior to its submission to the court. The plan
may be proposed in the first instance by the Commission or by any person
having a bona fide interest. The Commission may, by rules and regulations
or order require that all fees and expenses in connection with a reorgan-
ization or liquidation of a registered holding company or subsidiary
thereof shall be subject to approval by Lhe Commission, The Commission
does not exercise this power in those cases in which 1t has filed a notice
of appearance pursuant to Section 20¢ of Chapter X of the Chandler Act

(Rule U-632).
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Section 11 (¢) controls the solicitation of proxies, consents and similar
documents.in ;espect of any plan fﬁr the reorganization or dlssoluti;ﬂ‘of a
registered holding company or sﬁbsidiary thereof. The solicitation musg have
been submitted to the Commission, unléss the Commission itself proposed the
plan and the solicitation must be accompanied by a report on the plan made by
the Commission after opportunity for hearing or by an abstract of such a re-
port. The solicitation must conform to our rules. These rules are designed
to develop the truth and such of it as is material, Many investors seem to
have found our reports'helpful. We do our best to have them written siiply.
It is often very difficult to do so when the facts are numerous and compli-
cated. To date the Commission has not in these reports advised the security
holder how to vote. It does try te see that he gets all the pertinent truth
so that he can exercise whatever powers of judgment he has on the basis of
fact.

There in brcad outline, with many important details necessarily omitted,

is Section 11 of the Public Utility Holding Company Act of 1935;
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